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MONDAY, MAY 7, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Howse Orrice Buriprne, 
Washington, D. C; 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present : Messrs. Spence (presiding), Brown, Rains, Multer, O’Hara, 
Mrs. Sullivan, Messrs. Fountain, Wolcott, Talle, Kilburn, McDon- 
ough, Widnall, Betts, McVey, Hiestand, Nicholson, and Bolton. 

The CuHatrman. The committee will be in order. 

We will consider H. R. 10157. There have been many bills intro- 
duced, including the administration bill, H. R. 9537. We will be 
glad to have the help of all of those who are interested in the subject 
so that we may cover the field of housing as thoroughly as possible. 


(The bill is as follows:) 
{H. R. 10157, 84th Cong., 2d sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the conservation and development of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing Act 
of 1956”. 

TITLE I—FHA INSURANCE PROGRAMS 


PROPERTY IMPROVEMENT LOANS 


Sec. 101. (a) Section 2 (a) of the National Housing Act is amended by strik- 
ing out “September 30, 1956” and inserting in lieu thereof “September 30, 1958”. 

(b) Section 2 (b) of such Act is amended— 

(b) by striking out “made for the purpose of financing the alteration, 
repair, or improvement of existing structures exceeds $2,500, or for the 
purpose of financing the construction of new structures exceeds $3,000” and 
inserting in lieu thereof “exceeds $3,500” ; 

(2) by striking out “three years” and inserting in lieu thereof “five years” ; 
and 

(3) by striking out “$10,000” and inserting in lieu thereof “$15,000 nor 
an average amount of $2,500 per family unit.” 

(c) Section 2 (b) of such Act is further amended by striking out “Provided, 
That” and inserting in lieu thereof the following: “Provided, That any such 
obligation with respect to which insurance is granted under this section on or 
after the date of the enactment of this proviso shall bear interest, and insurance 
premium charges, not exceeding (A) an amount, with respect to so much of 
the obligation as does not exceed $1,000, equivalent to $5 discount per $100 of 
original face amount of a one-year note payable in equal monthly installments, 
plus (B) an amount, with respect to any portion of the obligation in excess of 
$1,000, equivalent to $4 discount per $100 of original face amount of such a 
note: Provided further, That.” 
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° HOUSING ACT OF 1956 


HAZARD INSURANCE ON FHA-ACQUIRED PROPERTIES 


Sec. 102. Title I of the National Housing Act is amended by adding at the end 
thereof the following new section: 


“HAZARD INSURANCE ON FHA-ACQUIRED PROPERTIES 


“Sec. 10. (a) Notwithstanding any other provision of law, the Commissioner 
is authorized to establish a Fire and Hazard Loss Fund which shall be available 
to provide such fire and hazard risk coverage as the Commissioner, in his discre- 
tion, may determine to be appropriate with respect to real property acquired 
and held by him under the provisions of this Act. For the purpose of operating 
such fund, the Commissioner is authorized in the name of the fund to transfer 
moneys and require payment of premiums or charges from any one or more of 
the several insurance funds established by this Act and from the account estab- 
lished pursuant to section 2 (f) of this Act, in such amounts and in such manner, 
including repayments of such moneys, as the Commissioner in his discretion 
shall determine. In carrying out the authority created by this section, the 
Commissioner and the Fire and Hazard Loss Fund shall be exempt from all 
taxation, assessments, levies, or license fees now or hereafter imposed by the 
United States or any Territory or possession thereof, or by any State, county, 
municipality, or local taxing authority. Moneys in the Fire and Hazard Loss 
Fund not needed for current operations of the fund shall be deposited with the 
Treasurer of the United States to the credit of the fund or invested in bonds or 
other obligations of, or in bonds or other obligations guaranteed as to principal 
and interest by, the United States or in bonds or other obligations which are 
lawful investments for fiduciary, trust, and public funds of the United States. 

“(b) Notwithstanding the provisions of subsection (a), the Commissioner is 
authorized to purchase such other insurance protection as he may in his discre- 
tion determine, and he may further provide for reinsurance of any risk assumed 
by the Fire and Hazard Loss Fund.” 


RENTAL HOUSING INSURANCE 


Sec. 103. (a) Section 207 (c) (2) of the National Housing Act is amended by 
striking out “80 per centum” and inserting in lieu thereof “90 per centum”’. 
(b) Section 207 (c) (3) of such Act is amended to read as follows: 

“(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family unit if 
the number of rooms in such property or project is less than four per family 
unit) or not to exceed $1,000 per space or $300,000 per mortgage for trailer 
courts or parks: Provided, That as to projects to consist of elevator type 
structures, the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,250 per room to not to exceed $2,700 per room and 
the dollar amount limitation of $8,100 per family unit to not to exceed $8,400 
per family unit, as the case may be, to compensate for the higher costs inci- 
dent to the construction of elevator type structures of sound standards of 
construction and design; except that the Commissioner may, by regulation, 
increase any of the foregoing dollar amount limitations per room by not to 
exceed $1,000 per room in any geographical area where he finds that cost 
levels so require.” 

(ec) Section 207 (c) of such Act is further amended by striking out the unnum- 
bered paragraph immediately following paragraph (3). 


COOPERATVE HOUSING INSURANCE 


Sec. 104. (a) Section 2183 (a) of the National Housing Act is amended— 

(1) by striking out “or” at the end of paragraph (1) ; 

(2) by inserting “or” at the end of paragraph (2) ; 

(3) by adding after paragraph (2) the following new paragraph: 

“(3) a mortgagor, aproved by the Commissioner, which (A) has certified 
to the Commissioner, as a condition of obtaining the insurance of a mortgage 
under this section, that upon completion of the property or project covered 
by such mortgage it intends to sell such property or project to a nonprofit 
corporation or nonprofit trust of the character described in paragraph (1) 
of this subsection at the actual cost of such property or project as certified 

pursuant to section 227 of this Act and will faithfully and diligently make 
and carry out all reasonable efforts to consummate such sale, and (B) shall 
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be regulated or restricted by the Commissioner as to rents, charges, capital 
structure, rate of return, and methods of operation during any period while 
it holds the mortgaged property or project; and for such purpose the Com- 
missioner may make such contracts with, and acquire for not to exceed $100 
such stock or interest in, any such mortgagor as the Commissioner may 
deem necessary to render effective such restriction or regulation, such stock 
or interest to be paid for out of the Housing Fund and to be redeemed by 
such mortgagor at par upon the sale of such property or project to such 
nonprofit corporation or nonprofit trust ;”; and 

(4) by adding “referred to in paragraphs (1) and (2) of this subsection” 
after “which corporations or trusts”. 

(b) Section 213 (b) (2) of such Act is amended by inserting immediately after 
“$8,900” a semicolon and the following: ‘except that the Commissioner may, by 
regulation, increase any of the foregoing dollar amount limitations per room con- 
tained in this paragraph by not to exceed $1,000 per room in any geographical 
area where he finds that cost levels so require: Provided further, That in the 
case of a mortgagor of the character described in paragraph (3) of subsection 
(a) the mortgage shall involve a principal obligation in an amount not to exceed 
85 per centum of the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed physical improve- 
ments are completed: Provided further, That upon the sale of a property or pro- 
ject by a mortgagor of the character described in paragraph (3) of subsection 
(a) to a nonprofit cooperative ownership housing corporation or trust within 
2 years after the completion of such property or project, the mortgage given to 
finance such sale shall involve a principal obligation in an amount not to exceed 
the maximum amount computed in accordance with this subsection without re- 
gard to the preceding proviso”. 

(c) Section 213 of such Act is further amended by adding at the end thereof 
the following subsection: 

“(h) In the event that a mortgagor of the character described in paragraph 
(3) of subsection (a) obtains an insured mortgage loan pursuant to this section 
and fails to sell the property or project covered by such mortgage to a nonprofit 
housing corporation or nonprofit housing trust of the character described in para- 
graph (1) of subsection (a) hereof, such mortgagor shall not thereafter be eli- 
gible by reason of such paragraph (3) for insurance of any additional mortgage 
loans pursuant to this section.” 

(d) Paragraph (a) of section 227 of such Act is amended by inserting after 
“subsection (a) thereof” the following: “or with respect to any property or pro- 
ject of a mortgagor of the character described in paragraph (3) of subsection 
(a) thereof”. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Sec. 105. Section 217 of the National Housing Act is amended— 
(1) by striking out “July 1, 1955” and inserting in lieu thereof “July 1, 
1956” ; 
(2) by striking out “$4,000,000,000” and inserting in lieu thereof “$3,- 
000,000,000” ; and 
(3) by striking out “section 2” each place it appears and inserting in lieu 
thereof “section 2 and section 803”. 


SPONSOR’S RETURN 


Sec. 106. Section 220 (d) (3) (B) (ii) of the National Housing Act is 
amended by inserting after “Commissioner” in the parenthetical phrase a comma 
and the following: “and, if the mortgagor is also the builder as defined by the 
Commissioner, shall include an allowance for builder’s and sponsor’s services, 
profit, and risk of 10 per centum of all of the foregoing items unless the Commis- 
sioner, after certification that such allowance is unreasonable, shall by regulation 
prescribe a lesser percentage’”’. 


RELOCATION HOUSING INSURANCE 


Sec. 107. Section 221 (d) of the National Housing Act is amended— 
(1) by striking out “$7,600” and “$8,600” wherever they appear in para- 
graphs (2) and (3) and inserting in lieu thereof “$8,600” and “$9,600”, 
respectively ; 
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(2) by striking out “95 per centum of” in paragraphs (2) and (38) ; 

(3) by striking out the first proviso in paragraph (2) and inserting in lieu 
thereof the following: “Provided, That the mortgagor shall be the owner and 
occupant of the property at the time of the insurance and shall have paid on 
account of the property at least $150 in cash or its equivalent (which amount 
may include amounts to cover settlement costs and initial payments for taxes, 
hazard insurance, mortgage insurance premium, and other prepaid ex- 
penses) :”; and 

(4) by striking out “thirty years” in paragraph (4) and inserting in 
lieu thereof “thirty-five years (or, in the discretion of the Commissioner, 
not to exceed forty years where such longer maturity is necessary to enable 
low-income families to realize the benefits of this section)’’. 


APPROVAL OF COST CERTIFICATIONS 


Sec. 108. Section 227 of the National Housing Act is amended— 

(1) by inserting after the first sentence the following new sentence: 
“Upon the Commissioner’s approval of the mortgagor’s certification as re- 
quired hereunder, such certification shall be final and incontestable, except 
for fraud or material misrepresentation on the part of the mortgagor.” ; 
and 

(2) by inserting after “legal expenses,” each place it appears in para- 
graph (c) the following: “such allocations of general overhead items as are 
acceptable to the Commissioner,”. 


TITLE II—SECONDARY MORTGAGE MARKET 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 201. (a) Section 302 (b) of the National Housing Act is amended— 
(1) by striking out “and (2)” and inserting in lieu thereof “(2)”: 
(2) by striking out “if (i)” and inserting in lieu thereof “if; and 
(3) by striking out “or (ii) the original principal obligation thereof ex- 
ceeds or exceeded $15,000 for each family residence or dwelling unit cov- 
ered by the mortgage” and inserting in lieu thereof “; and (3) the Associa- 
tion may not purchase any mortgage, except a mortgage insured under sec- 
tion 803 or a mortgage covering property located in Alaska, Guam, or 
Hawaii, if the original principal obligation thereof exceeds or exceeded 
$15,000 for each family residence or dwelling unit covered by the mortgage”. 

(b) The first sentence of section 303 (b) of such Act is amended to read as 
follows: “The Association shall accumulate funds for its capital surplus ac- 
count from private sources by requiring each mortgage seller to make payments of 
nonrefundable capital contributions equal to not more than 2 per centum of the 
unpaid principal amount of mortgages therein involved in purchases or contracts 
for purchases between such seller and the Association.” 

(c) (1) Section 304 (a) of such Act is amended by adding at the end thereof 
the following new sentence: “Notwithstanding the preceding provisions of this 
subsection, advance commitments to purchase mortgages in secondary market 
operations under this section shall be issued at prices which are sufficient to 
facilitate advanced planning of home construction, but which are sufficiently 
below the price then offered by the Association for immediate purchase to prevent 
excessive sales to the Association pursuant to such commitments.” 

(2) Section 304 (d) of such Act is amended to read as follows: “The Asso- 
ciation may not purchase participations in its operations under this section.” 

(d) The second sentence of section 305 (b) of such Act is amended to read 
as follows: “Subject to the provisions of this section, the prices to be paid by the 
Association for mortgages purchased in its operations under this section (includ- 
ing mortgages purchased under subsections (e), (f), and (g) shall be established 
from time to time by the Association; except that in no event shall any such 
mortgage be purchased at less than 100 per centum of the unpaid principal amount 
thereof at the time of purchase, with adjustments for interest and any com- 
parable items, during the period beginning on the date of the enactment of the 
Housing Act of 1956 and ending June 30, 1957.” 

(e) Section 305 (ec) of such Act is amended by striking out “$200,000,000” 
and inserting in lieu thereof ‘‘$400,000,000”. 
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(f) Section 305 (e) of such Act is amended by striking out “but not more than 
$5,000,000 of such authorization shall be available for such commitments in any 
one State” and inserting in lieu thereof “but such commitments in any one 
State shall not exceed $5,000,000 outstanding at any one time”. 

(g) Section 305 of such Act is further amended by adding at the end thereof the 
following new subsection : 

“(g) Notwithstanding any other provision of this Act, the Association is 
authorized to make commitments to purchase and to purchase, service, or sell, 
any mortgage with respect to which the Federal Housing Commissioner, on or 
after the date of the enactment of this subsection, shall have issued a commit- 
ment to insure pursuant to section 203 (i): Provided, That the total amount 
of purchases and commitments authorized by this subsection shall not exceed 
$50,000,000 outstanding at any one time, and the amount of such purchases and 
commitments in any State shall not exceed $5,000,000 outstanding at any one 
time.” 

(h) So much of section 305 (c) of such Act as precedes the proviso is amended 
by striking out “purchasers” and inserting in lieu thereof “purchases”. 


INVESTMENT OF NATIONAL SERVICE LIFE INSURANCE FUND 


Sec. 202. Section 605 of the National Service Life Insurance Act of 1940 is 
amended by adding at the end thereof the following new subsection: 

“(c) (1) The Secretary of the Treasury is hereby authorized to invest and rein- 
vest not in excess of 10 per centum of such fund by purchasing loans which are 
guaranteed pursuant to section 501 of the Servicemen’s Readjustment Act of 
1944, as amended, and which are secured by property located in geographic 
areas where private capital is found by the Secretary to be generally available 
for guaranteed loans only at an excessive discount, in order to stabilize the price 
at which such loans generally will be salable to investors. The price to be paid 
for such loans shall not exceed the unpaid principal balance thereof, plus accrued 
interest. No such loan shall be purchased hereunder except from the original 
mortgagee prior to any other sale thereof. No such loan shall be purchased 
hereunder after July 25, 1957, except pursuant to an agreement to purchase 
made on or before such date. Loans will be eligible for purchase hereunder only 
if guaranteed on or after the date of the enactment of this subsection, and loans 
so purchased may be sold for an amount not less than the unpaid principal 
balance plus accrued interest. If any loan acquired under this subsection by 
the Secretary of the Treasury shall default, and the Secretary determines the 
default to be insoluble, such loan and the security therefor shall be assigned 
to the Administrator of Veterans’ Affairs, who shall pay to the fund (in the 
manner provided by the first proviso in section 506 of the Servicemen’s Readjust- 
ment Act of 1944) the entire unpaid principal balance of the loan plus accrued 
interest. 

“(2) The Federal National Mortgage Association shall act as the agent of 
the Secretary of the Treasury with respect to the purchase, servicing, and sale 
of such loans. The Secretary shall reimburse the Federal National Mortgage 
Association for expenses incurred by it in carrying out such functions from the 
income derived from such loans; but such reimbursement shall not exceed an 
amount, payable from the interest portion of each monthly installment applicable 
to principal and interest collected, equal to three-fourths of 1 per centum per 
annum computed on the same principal amount and for the same period as the 
interest portion of such installment.” 


TITLE III—HOUSING FOR ELDERLY PERSONS 


DECLARATION OF PURPOSE 


Sec. 301. The purpose of this title is to assist private nonprofit corporations 
to provide housing and related facilities for elderly families and elderly persons. 


LOANS TO CORPORATIONS 


Sec. 302. (a) In order to carry out the purpose of this title, the Administra- 
tor may make loans to any corporation (as defined in section 304 (2)) for 
the construction of housing and related facilities for elderly families and elderly 
persons, except that (1) no such loan shall be made unless the corporation 
Shows that it is unable to secure the necessary funds from other sources upon 
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terms and conditions equally as favorable as the terms and conditions applicable 
to loans under this title, and (2) no such loan shall be made unless the Adminis- 
trator finds that the construction will be undertaken in an economical manner, 
and that it will not be of elaborate or extravagant design or materials. 

(b) A loan to a corporation under this title may be in an amount not exceed- 
ing the total development cost (as defined in section 304 (3)), as determined 
by the Administrator; shall be secured in such manner and be repaid within 
such period, not exceeding fifty years, as may be determined by him; and shall 
bear interest at a rate determined by him which shall be not more than 3% 
per centum per annum. 

(c) To obtain funds for loans under this title, the Administrator may issue 
notes and obligations for purchase by the Secretary of the Treasury in an 
amount not to exceed $250,000,000 outstanding at any one time. 

(d) Notes or other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject 
to such terms and conditions as may be prescribed by the Administrator with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
issued to obtain funds for loans under this title shall bear interest at a rate 
determined by the Secretary of the Treasury which shall be not more than 3 
per centum per annum. The Secretary of the Treasury is authorized and 
directed to purchase any notes and other obligations of the Administrator issued 
under this title, and for such purpose is authorized to use as a public-debt trans- 
action the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities may be 
issued under such Act, as amended, are extended to include any purchases of 
such notes and other obligations. The Secretary of the Treasury may at any 
time sell any of the notes or other obligations acquired by him under this 
section. All redemptions, purchases, and sales by the Secretary of the Treasury 
of such notes or other obligations shall be treated as public-debt transactions of 
the United States. 

(e) There are authorized to be appropriated to the Administrator such sums 
as may be necessary, together with loan principal and interest payments made 
by any corporation assisted hereunder, for payments of notes or other obliga- 
tions of the Administrator under this title. 


GENERAL PROVISIONS 


Sec. 303. (a) In the performance of, and with respect to, the functions, 
powers, and duties vested in him by this title, the Administrator, notwithstanding 
the provisions of any other law, shall— 

(1) prepare and submit annually a budget program as provided for wholly- 
owned Government corporations by the Government Corporation Control 
Act; and 

(2) maintain an integral set of accounts which shall be audited annually 
by the General Accounting Office in accordance with the principles and 
procedures applicable to commercial transactions as provided by the Gov- 
ernment Corporation Control Act, and no other audit shall be required. 
Such financial transactions of the Administrator as the making of loans and 
vouchers approved by the Administrator in connection with such financial 
transactions shall be final and conclusive upon all officers of the Government. 

(b) Funds made available to the Administrator pursuant to the provisions of 
this title shall be deposited in a checking account or accounts with the Treasurer 
of the United States. Receipts and assets obtained or held by the Administrator 
in connection with the performance of his functions under this title, and all 
funds available for carrying out the functions of the Administrator under this 
title (including appropriations therefor, which are hereby authorized), shall 
be available, in such amounts as may from year to year be authorized by the 
Congress, for the administrative expenses of the Administrator in connection 
with the performance of such functions. 

(c) In the performance of, and with respect to, the functions, powers, and 
duties vested in him by this title, the Administrator, notwithstanding the pro- 
visions of any other law, may— 

(1) prescribe such rules and regulations as may be necessary to carry 
out the purpose of this title; 

(2) sue and be sued; 

(3) foreclose on any property or commence any action to protect or en- 
force any right conferred upon him by any law, contract, or other agree- 
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ment, and bid for and purchase at any foreclosure or any other sale any 
property in connection with which he has made a loan pursuant to this 
title. In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisition, handling, 
or disposal of real property by the United States, complete, administer, 
remodel and convert, dispose of, lease, and otherwise deal with, such 
property; but any such acquisition of real property shall not deprive any 
State or political subdivision thereof of its civil or criminal jurisdiction 
in and over such property or impair the civil rights under State or local 
laws of the inhabitants on such property ; 

(4) enter into agreements to pay annual sums in lieu of taxes to any 
State or local taxing authority with respect to any real property so acquired 
or owned ; 

(5) sell or exchange at public or private sale, or lease, real or personal 
property, and sell or exchange any securities or obligations, upon such 
terms as he may fix; 

(6) obtain insurance against loss in connection with property and other 
assets held; 

(7) subject to the specific limitations in this title, consent to the modifica- 
tion, with respect to the rate of interest, time of payment of any install- 
ment of principle or interest, security, or any other term or condition, of 
any contract or agreement to which he is a party or which has been trans- 
ferred to him pursuant to this title; and 

(8) include in any contract or instrument made pursuant to this title 
such other covenants, conditions, or provisions as he may deem necessary 
to assure that the purpose of this title will be achieved. 

(d) Section 3709 of the Revised Statutes shall not apply to any contract for 
services or supplies on account of any property acquired pursuant to this title 
if the amount of such contract does not exceed $1,000. 


DEFINITIONS 


Sec. 304. As used in this title— 

(1) The term “housing” means (A) new structures suitable for dwelling 
use by elderly families and new structures suitable for such use by one or more 
elderly persons, and (B) dwelling facilities provided by rehabilitation, altera- 
tion, conversion, or improvement of existing structures which are otherwise 
inadequate for proposed dwelling use by such families and persons. 

(2) The term “corporation” means any incorporated private institution or 
foundation no part of the net earnings of which inures to the benefit of any 
private shareholder, contributor, or individual. 

(3) The term “development cost” means costs of construction of housing and 
of other related facilities, and of the land on which it is located, including neces- 
sary site improvement. 

(4) The term “elderly families’ means families the head of which is sixty- 
five years of age or over; and the term “elderly persons” means persons who 
are sixty-five years of age or over. 

(5) The term “State” includes the several States, the District of Columbia, 
the Commonwealth of Puerto Rico, and the Territories and possessions of the 
United States. 

(6) The term “Administrator” means the Housing and Home Finance Ad- 
ministrator. 

(7) The term “construction” means erection of new structures, or rehabilita- 
tion, alteration, conversion, or improvement of existing structures. 

(8) The term “related facilities” means (A) new structures suitable for use 
as cafeterias or dining halls, community rooms or buildings, or infirmaries or 
other inpatient or outpatient health facilities, or for other essential service 
facilities, and (B) structures suitable for the above uses provided by rehabilita- 
tion, alteration, conversion, or improvement of existing structures which are 
otherwise inadequate for such uses. 


TITLE IV—URBAN RENEWAL 


SLUM CLEARANCE AND URBAN RENEWAL 


Sec. 401. The first sentence of section 103 (b) of the Housing Act of 1949, 
as amended, is amended to read as follows: “The Administrator, on and after 
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July 1, 1949, may, with the approval of the President, contract to make capital 
grants, with respect to projects assisted under this title, aggregating not to 
exceed $1,000,000,000, which limit shall be increased by further amounts of 
$500,000,000 on July 1 in each of the years 1956 and 1957, respectively.” 


DISASTER AREAS 


Sec. 402. (a) Title I of the Housing Act of 1949, as amended, is amended by 
adding at the end thereof the following new section: 


“DISASTER AREAS 


“Sec. 111. Where the local governing body certifies, and the Administrator 
finds, that an urban area is in need of redevelopment or rehabilitation as a 
result of a flood, fire, hurricane, earthquake, storm, or other catastrophe which 
the President, pursuant to section 2 (a) of the Act entitled ‘An Act to authorize 
Federal assistance to States and local governments in major disasters, and 
for other purposes’ (Public Law 875, Highty-first Congress, approved Septem- 
ber 30, 1950), as amended, has determined to be a major disaster, the Admin- 
istrator is authorized to extend financial assistance under this title for an 
urban renewal project with respect to such area without regard to the following: 

“(1) the ‘workable program’ requirement in section 101 (c), except that 
any contract for temporary loan or capital grant pursuant 'to this section 
shall obligate the local public agency to comply with the ‘workable pro- 
gram’ requirement in section 101 (c) by a future date determined to be 
reasonable by the Administrator and specified in such contract; 

“(2) the requirements in section 105 (a) (iii) and section 110 (b) (1) 
that the urban renewal plan conform to a general plan of the locality as 
a whole and to the workable program referred to in section 101 (c); 

“(3) the ‘relocation’ requirements in section 105 (c) : Provided, That the 
Administrator finds that the local public agency has presented a plan for 
the encouragement, to the maximum extent feasible, of the provision of 
dwellings suitable for the needs of families displaced by the catastrophe 
or by redevelopment or rehabilitation activities; 

““(4) the ‘public hearing’ requirement in section 105 (d) ; 

“(5) the requirements in sections 102 and 110 that the urban renewal 
area be a slum area or a blighted, deteriorated, or deteriorating area; and 

““(6) the requirements in section 110 with respect to the predominantly 
residential character or predominantly residential reuse of urban renewal 
areas. 

In the preparation of the urban renewal plan with respect to a project aided 
under this section, the local public agency shall give due regard to the removal 
or relocation of dwellings from the site of recurring floods or other recurring 
catastrophes in the project area.” 

(b) Subparagraph (A) of section 220 (d) (1) of the National Housing Act 
is amended to read as follows: 

“(A) be located in (i) the area of a slum clearance and urban redevelop- 
ment project covered by a Federal-aid contract executed, or a prior approval 
granted, pursuant to title I of the Housing Act of 1949 before the effective 
date of the Housing Act of 1954, or (ii) an urban renewal area (as defined 
in title I of the Housing Act of 1949, as amended) in a community respecting 
which the Housing and Home Finance Administrator has made the certifica- 
tion to the Commissioner provided for by subsection 101 (c) of the Housing 
Act of 1949, as amended, or (iii) the area of an urban renewal project 
assisted under section 111 of the Housing Act of 1949, as amended: Provided, 
That, in the case of an area within the purview of clauses (i) or (ii) of this 
subparagraph, a redevelopment plan or an urban renewal plan (as defined 
in title I of the Housing Act of 1949, as amended), as the case may be, has 
been approved for such area by the governing body of the locality involved 
and by the Housing and Home Finance Administrator, and the Administrator 
has certified to the Commissioner that such plan conforms to a general 
plan for the locality as a whole and that there exist the necessary authority 
and financial capacity to assure the completion of such redevelopment or 
urban renewal plan: And provided further, That, in the case of an area 
within the purview of clause (iii) of this subparagraph, an urban renewal 
plan (as required for projects assisted under such section 111) has been 
approved for such area by such governing body and by the Administrator, 
and the Administrator has certified to the Commissioner that such plan 
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conforms to definite local objectives respecting appropriate land uses, 
improved traffic, public transportation, public utilities, recreational and 
community facilities, and other public improvements, and that there exist the 
necessary authority and financial capacity to assure the completion of such 
urban renewal plan, and”. 

{c) Section 221 (a) of the National Housing Act is amended— 

(1) by adding immediately before the period at the end of the first 
sentence a comma and the following: “or (3) there is being carried out an 
urban renewal project assisted nnder section 111 of the Housing Act of 
1949, as amended”; and 

(2) by striking out “clause (2)” each place it appears in the last proviso 
and inserting in lieu thereof “clause (2) or (3)”. 

(d) The second sentence of section 701 of the Housing Act of 1954 is amended 
to read as follows: “The Administrator is further authorized to make planning 
grants for similar planning work (1) in metropolitan and regional areas to 
official State, metropolitan, or regional planning agencies empowered under 
State or local laws to perform such planning; (2) to cities, other municipalities, 
and counties having a population of twenty-five thousand or more according to 
the latest decennial census which have suffered substantial damage as a result 
of a flood, fire, hurricane, earthquake, storm, or other catastrophe which the 
President, pursuant to section 2 (a) of the Act entitled ‘An Act to authorize 
Federal assistance to States and local governments in major disasters, and for 
other purposes’ (Public Law 875, Eighty-first Congress, approved September 
30, 1950), as amended, has determined to be a major disaster; and (3) to State 
planning agencies, to be used for the provision of planning assistance to the 
cities, other municipalities, and counties referred to in clause (2) hereof.” 


URBAN PLANNING AUTHORIZATION 


Sec. 4038. The last sentence of section 701 of the Housing Act of 1954 is amended 
by striking out “$5,000,000” and inserting in lieu thereof “$10,000,000”. 


RESERVE OF PLANNED PUBLIC WORKS 


Sec. 404. Section 703 of the Housing Act of 1954 is amended by inserting be- 
fore the period at the end thereof a comma and the following: “or any educa- 
tional institution (as defined in section 404 (b) of the Housing Act of 1950)”. 


TITLE V—PUBLIC HOUSING 
CONTRACTS FOR ANNUAL CONTRIBUTIONS 


Sec. 501. (a) Subsection (i) of section 10 of the United States Housing Act of 
1937 is amended, effective August 1, 1956, to read as follows: 

“(i) Notwithstanding any other provisions of law (except as hereinafter 
provided in this section) the Authority may enter into new contracts for loans 
and annual contributions after July 31, 1956, for not more than fifty thousand 
additional dwelling units, which amount shall be increased by fifty thousand 
additional dwelling units on July 1, 1957, and on July 1, 1958, and may enter 
into Only such new contracts for preliminary loans in respect thereto as are 
consistent with the number of dwelling units for which contracts for annual 
contributions may be entered into hereunder: Provided, That any balance of 
the authorization provided by this subsection as amended by section 108 (b) of 
the Housing Amendments of 1955, not utilized by July 31, 1956, shall be available 
in any succeeding year: And provided further, That no new contracts for loans 
and annual contributions for additional dwelling units in excess of the num- 
ber authorized in this sentence shall be entered into unless authorized by the 
Congress.” 

(b) Subsection (d) of section 21 of such Act is amended by striking out “of 
$336,000,000” and inserting in lieu thereof “$348,000,000”. 

(c) Clause (2) of the third proviso in the first paragraph (captioned ‘An- 
nual contributions”) under the heading “Public Housing Administration” 
title I of the Independent Offices Appropriation Act, 1953 (66 Stat. 403), 
repealed. 


in 
is 
LOW-RENT HOUSING FOR THE ELDERLY 


Sec. 502. (a) Paragraph (2) of section 2 of the United States Housing Act of 
1937 is amended by adding at the end thereof the following new sentences: 
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“The term ‘families’ includes (A) a person sixty-five years of age or over, and 
(B) the remaining member of a tenant family. The term ‘elderly families’ 
means families the head of which is sixty-five years of age or over.” 

(b) Section 10 of such Act is amended by adding at the end thereof the 
following new subsection: 

“(m) For the purpose of increasing the supply of low-rent housing for elderly 
families, the Authority may assist the construction of new housing in order to 
provide accommodations designed specifically for such families, and may, with 
the approval of the President, after July 1, 1956, without regard to the pro- 
visions of any other law, enter into contracts for loans and annual contributions 
providing for not to exceed ten thousand new dwelling units designed specifically 
for such families (either as separate projects or as parts of projects), which 
number shall be increased by ten thousand dwelling units on July 1, 1957, and 
on July 1, 1958. Such new dwelling units shall be in addition to the dwelling 
units for which annual contributions contracts are authorized by any other 
provision of law. The total authorization otherwise provided for annual contri- 
butions under this Act shall be increased by $4,000,000 per annum on July 1, 
1956, and by the same amount on July 1, 1957, and on July 1, 1958. In the selec- 
tion of tenants from among low-income families who are eligible applicants for 
occupancy in the dwelling units provided for under this subsection, a first pref- 
erence (which shall be prior to any of the preferences provided in such sub- 
section (g)) shall be extended to elderly families.” 

(c) Section 15 (5) of such Act is amended by inserting immediately before 
the colon in the first sentence the following: “tor $2,250 in the case of accommoda- 
tions designed specifically for elderly families”. 


FARM LABOR CAMPS 


Sec. 508. Section 12 (f) of the United States Housing Act of 1937 is amended 
by adding at the end thereof the following: “Notwithstanding any other pro- 
vision of law, upon the filing of a request therefor within twelve months after 
the date of the enactment of this sentence, the Authority shall relinquish, 
transfer, and convey, without monetary consideration, all of its rights, title, 
and interest in and with respect to any such project or any part thereof (includ- 
ing such land as is determined by the Authority to be reasonably necessary to 
the operation of such project, and including contractual rights to revenues, 
reserves, and other proceeds therefrom), to any public housing agency whose 
area of operation includes the project, upon a finding and certification by the 
public housing agency (which shall be conclusive upon the Authority) that the 
project is needed to house persons and families of low income and that prefer- 
ence for occupancy in the project will be given first to low-income agricultural 
workers and their families and second to other low-income persons and their 
families. Upon the relinquishment and transfer of any such project it shall 
cease to be a low-rent project within the meaning of this Act, and the Authority 
shall have no further jurisdiction over it, except that in any conveyance under 
the preceding sentence the Authority may reserve to the United States any min- 
eral rights of any nature whatsoever upon, in, or under the property, including 
such rights of access to and the use of such parts of the surface of the property 
as may be necessary for mining and saving the minerals. Any project or part 
thereof not relinquished and conveyed pursuant to this subsection or under a 
contract for disposal pursuant to this subsection within twelve months after 
the date of the enactment of this sentence shall be disposed of by the Authority 
pursuant to subsection (e) of section 13 of this Act, notwithstanding the paren- 
thetical clause in such subsection.” 


TRANSFER OF CERTAIN FEDERALLY HELD PROPERTY 


Sec. 504. (a) Notwithstanding any other provision of law, the Housing and 
Home Finance Administrator is authorized to sell and convey, at fair market 
value as determined by him on the basis of an appraisal made by an independ- 
ent real-estate expert, to the city of Alexander, Virginia, or to the Alexandria 
Redevolpment and Housing Authority, or to any agency or corporation estab- 
lished or sponsored in the public interest by such city, all of the right, title, and 
interest of the United States in and to the Chinquapin Village housing project, 
VA-44131, located in Alexandria, Virginia. Any sale pursuant to this authori- 
zation shall be made within six months after the date of the enactment of this 


subsection and shall be on such terms and conditions as the Administrator shall 
determine. 
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(b) (1) Notwithstanding any other provision of law, the Public Housing 
Commissioner is authorized and directed to sell and convey by quitclaim deed 
to the Georgia Institute of Technology, upon full payment in cash of the purchase 
price determined under paragraph (2), all of the right, title, and interest of 
the United States in and to that real property (including furniture, fixtures, and 
equipment located on the property on the date of the execution of the contract of 
sale under this subsection), situated in Atlanta, Georgia, known as the Techwood 
Dormitory and more particularly described as follows: 

Commencing at the intersection of the south line of North Avenue with the 
east line of Techwood Drive; thence running eastwardly along the south line of 
North Avenue a distance of 94.47 feet to the east line of property formerly owned 
by Mrs. Emma L. Ellis; thence south 00 degrees 12144 minutes east 155 feet more 
or less to the south line of an alley formerly known as Linden Alley and the 
north line of property owned by Mildred W. Seydel; thence north 89 degrees 
45 minutes east along the south line of said alley 170 feet more or less to a 
point in the south side of said alley which is distant 100 feet westerly from the 
west line of Williams Street; thence south 00 degrees 12144 minutes east, 
parallel with the westerly line of Williams Street, 290 feet more or less to the 
north side of Linden Avenue; thence southerly across Linden Avenue to a 
point on the south side thereof which point is 108 feet west of the west line of 
Williams Street; thence running west 281 feet more or less along the south side 
of Linden Avenue to its intersection with the east line of Techwood Drive; 
thence northerly along the east line of Techwood Drive 455 feet more or less 
to its intersection with the south line of North Avenue and the point of beginning. 

(2) The purchase price of the property referred to in paragraph (1) shall 
be the fair market value of the land described in such paragraph on the date of 
the execution of the contract of sale under this subsection, as determined by the 
Public Housing Commissioner, excluding for purposes of such determination the 
value of any buildings, furniture, fixtures, and equipment located on such land. 


TITLE VI—FARM HOUSING 


Seo. 601. Title V of the Housing Act of 1949 is amended as follows: 

(1) In the first sentence of section 511, strike out “and” immediately after 
“July 1, 1954,”’, and insert immediately before the period at the end of the 
sentence a comma and the following: “and an additional $100,000,000 on and 
after July 1, 1956”. 

(2) In section 512, (A) strike out “and 1955” and insert in lieu thereof 
“1955 and 1956”, and (B) strike out “and $2,000,000” and insert in lieu 
thereof “$2,000,000, and $2,000,000”. 

(3) In section 513, strike out “and $10,000,000 on July 1 of each of the 
years 1950, 1951, 1952, 1953, 1954, and 1955” and insert in lieu thereof “$10,- 
000,000, and $10,000,000 on July 1 of each of the years 1950, 1951, 1952, 1953, 
1954, 1955, and 1956”. 


TITLE VII—COLLEGE HOUSING 


Sec. 701. Section 401 (d) of the Housing Act of 1950 is amended by striking out 
“$500,000,000” and inserting in lieu thereof “$750,000,000”. 


TITLE VIII—ARMED SERVICES HOUSING MORTGAGE INSURANCE 


Sec. 801. (a) Section 801 (g) of the National Housing Act, as amended, is 
amended to read as follows: 

“(g) The term ‘State’ includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, the Virgin Islands, and the Canal Zone.” 

(b) Section 803 (a) of such Act is amended by striking out “1956” and insert- 
ing in lieu thereof “1959”. 

(ec) Section 803 (a) of such Act is further amended by striking out the first 
proviso and inserting in lieu thereof the following: “Provided, That the aggre- 
gate amount of principal obligations of all mortgages insured under this title 
(except mortgages insured pursuant to the provisions of _this title in effect 
prior to the enactment of the Housing Amendments of 1955) shall not exceed 
$1,666,500,000 :”’. 

(d) Subparagraph (B) of section 803 (b) (3) of such Act is amended by 
striking out “$13,500” each place it appears and inserting in lieu thereof “$15,000” 
and by inserting before the semicolon at the end thereof a colon and the following: 
“Provided further, That in high-cost areas (as determined by the Secretary) the 
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Commissioner shall increase both such average amounts to not to exceed $16,500”. 
(e) The last sentence of section 803 (c) of such Act is amended to read as fol- 
lows: “The Commissioner may waive or reduce the payment of premiums pro- 
vided for herein.” 
(f) Subparagraph (C) of section 803 (b) (3) of such Act, and sections 403 (a) 
and 403 (b) of the Housing Amendments of 1955, are amended by striking out 


“eligible builder’ wherever it appears and inserting in lieu thereof “eligible 
bidder”. 

(g) Section 403 (a) of the Housing Amendments of 1955 is amended by striking 
out “the builder’ wherever it appears and inserting in lieu thereof ‘the mort- 
gagor”. 

(h) Section 403 (a) of the Housing Amendments of 1955 is further amended 
by striking out “with any builder”. 

(i) Title IV of the Housing Amendments of 1955 is further amended by adding 
at the end thereof the following new section: 

“Sec. 410. (a) In the construction of housing under the authority of this title 
and title VIII of the National Housing Act, as amended, the following are the 
maximum limitations on net floor area for each unit: 

“(1) For flag officers and general officers, two thousand one hundred 
square feet. 
(2) For captains in the Navy and colonels, one thousand six hundred and 
seventy square feet. 
“(3) For commanders and lieutenant commanders and for lieutenant 
colonels and majors, one thousand four hundred square feet. 
“(4) For officers below the grade of lieutenant commander or major, one 
thousand two hundred and fifty square feet. 
“(5) For enlisted members, one thousand and eighty square feet. 
As used in this section, the term ‘net floor area’ means the space inside the exterior 
walls, excluding basement, service space instead of basement, attic, garage, and 
porches. 

“(b) The maximum limitations prescribed by subsection (a) are increased— 

(1) 10 per centum for quarters outside the United States and outside the 
District of Columbia ; and 


“(2) 10 per centum for quarters of the commanding officer of any station, 
base, or other installation, based on the grade authorized for that position.” 
The CuHatrrman,. Our first witness is Mr. Cole, who is Administrator 
of the Housing and Home Finance Agency. 
Mr. Cole, you may proceed as you desire. 


STATEMENT OF HON. ALBERT M. COLE, ADMINISTRATOR, 
HOUSING AND HOME FINANCE AGENCY 


Mr. Corr. Thank you, Mr. Chairman. 

As you know, I am always happy indeed to have the opportunity 
to appear before the distinguished chairman and this great com- 
mittee. 

The CuamrmMan. You were for a long time one of the most valued 
members of this committee. We are always glad to have you come 
back. ; 

Mr. Corr. Thank you, sir. 

I have a general statement which I would like to read and, subject 
to the will of the chairman, suggest that following my statement, then 
Mr. Mason read his statement with respect to FHA. After he has 
read his statement, we will subject ourselves to questioning by the 
committee and then proceed with each of the constituent agencies, 
item by item. We think this will make for an orderly record. 

The Cuamman. We will adopt your suggestion. You may read 
your statement. 

Mr. Corr. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity to present the views of the Housing and Home 
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Finance Agency on housing and urban renewal legislation pending 
before your committee. 

Programs of each of the five constituent organizations of our 
Agency are dealt with in this legislation. If agreeable to you, I would 
like to have the head of each constituent present a detailed statement 
of the views of the Housing and Home Finance Agency on the pro- 
visions relating to his operations. I will then be able with him to 
answer questions on those provisions. 

At this time, however, I wish to make some general observations 
concerning this legislation and to comment on a few of the major 
proposals involved. 

As you know, two comprehensive housing bills have been intro- 
duced by members of your committee: H. R. 9537, introduced on 
February 27 by Congressman Widnall, and H. R. 10157, introduced 
on March 26 by Congressman Rains. Both bills contain provisions 
for the continuation of several basic programs of the Housing and 
Home Finance Agency—FHA insurance for home repair and im- 
provement loans, FHA mortgage insurance, financial assistance for 
low-rent public housing, college housing loans, and grants to assist 
urban planning. 

Our statements will comment on each of the provisions in those 
bills. 

Although the bills contain many similar provisions, they differ 
in a number of important respects. For reasons we will explain 
we strongly urge the enactment of H. R. 9537. I have been author- 
ized by the Director of the Bureau of the Budget to advise that its 
enactment would be in accord with the program of the’ President. 


URBAN RENEWAL 

Major provisions of H. R. 9537 relating to several programs of the 
agency would greatly assist the efforts of our cities to eliminate and 
prevent slums and blight. The terms of repair and improvement 
loans eligible for FHA title I assistance would be made substantially 
more liberal by both H. R. 10157 and H. R. 9537. This would greatly 
assist home repair and rehabilitation which constitute a principal 
part of the urban renewal projects being planned or undertaken by 
cities. 

As you know, the problem of adequately relocating displaced fam- 
ilies generally constitutes one of the serious obstacles to urban renewal 
projects involving slum clearance. In recognition of this problem, 
the Congress authorized a new program of mortgage insurance, as 
part of the Housing Act of 1954, to assist in the provision of low-cost 
housing for families displaced by urban renewal or other Govern- 
mental action in communities which have workable programs for 
eliminating and preventing slums and blight. 

However, as enacted, the mortgage insurance terms in that legis- 
lation (sec. 221 of the National Housing Act) gave almost no mort- 
gage insurance advantage over that available in other FHA programs. 
Consequently, there has been very little interest in construction or 
rehabilitation under that section. Both H. R. 9537 and H. R. 10157 
would substantially increase the mortgage insurance advantages under 
section 221 to make it effective as an aid to urban renewal. 
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LOW-RENT PUBLIC HOUSING 


Displaced low-income families naturally present the greatest reloca- 
tion problem. Additional low-rent public housing is essential for 
its solution. H. R. 10157 would authorize a 3-year public-housing 
program of 50,000 additional dwelling units each year. H. R. 9537 
would authorize, and the Housing Agency recommends, a 2-year pro- 
gram totaling 70,000 additional public-housing units. The Housing 
Agency’s recommendation for a 2-year program is based on the as- 
sumption that the Congress, as well as the Housing Agency, will 
wish to reconsider the size of the program after there has been an 
opportunity to observe the extent to which private enterprise is able 
to provide lower cost housing, particularly housing for displaced 
families under the more liberal terms which are being proposed for 
the FHA’s section 221 program. 

Our recommendation for the enactment of a 70,000 unit program 
takes into consideration our best judgment of the current ability of 
our localities to plan and execute low-rent projects efficiently. It also 
takes into consideration the practical necessity for presenting a pro- 
gram which can gain stabilized support in the Congress. 

I feel that it is better to gain acceptance for a modest and smoothly 
moving program than to engage in controversy over large-scale pro- 
posals which, when finally acted upon, emerge as modest stop-and-go 
programs which are difficult to administer. 

In my judgment, the low-rent housing program proposed by H. R. 
9537 represents the most acceptable solution to a difficult problem. 
The proposed additional 70,000 units, along with units becoming 
vacant in existing low-rent projects, would be adequate, in our judg- 
ment, to serve the needs of displaced families. However, the new and 
the vacated units would not be limited to the needs of displaced fami- 
lies, but could be made available to other low-income families in the 
community. 

In addition to the regular 3-year low-rent housing program pro- 
posed by H. R. 10157, that bill would provide for a special 3-year 
program totaling 30,000 low-rent public housing units to be designed 
specifically for elderly families and single persons. H. R. 9537 speci- 
fies no statutory number of units to be made available solely for the 
elderly. Instead, it would give the local community discretion in 
deciding what portion of its low-rent units, both old and new, should 
be made available to them. H. R. 9537 would permit Federal assist- 
ance for the construction of new housing or the remodeling of existing 
housing especially designed to serve the elderly. 

In connection with proposals for additional public housing, I would 
like to call the attention of your committee to a very important matter 
which is not dealt with at all by H. R. 10157, but is covered by H. R. 
9537. Under existing law, a local community may not receive Federal 
loans or capital grants for urban renewal projects, nor may it receive 
special FHA mortgage insurance aids for urban renewal, unless the 
local community first adopts a workable program for the elimination 
and prevention of slums and blight. 

The Housing Act of 1954, in accordance with the recommendations 
of the President’s Advisory Committee on Housing, similarly author- 


ized new public housing only if the community first adopted a work- 
able program. 
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The 1954 act, however, included several other requirements for the 
approval of new public housing which had the effect of limiting the 
number of public housing units for which a particular community 
would be eligible. The Congress, in repealing these other require- 
ments in 1955, also repealed the workable program requirement for 
public housing. I believe that this action was based on a misunder- 
standing of the purpose of that requirement. 

It is my firm belief that communities undertaking public housing 
with the assistance of Federal funds should likewise first adopt a 
workable program, just as they do in the case of an urban renewal 
project or special FHA aids for urban renewal. In effect, the com- 
munity aneld merely be required to develop its own plans for meeting 
its overall problems of slums and blight and to make its public housing 
a part of those plans. The workable program requirement in no way 
limits the number of public housing units which a community may 
receive once it has a workable program. 

In advocating the reinstatment of the workable program require- 
ment in connection with public housing, I want to make it clear that 
it is not our intent to restrict the public housing program or to hamper 
it with burdensome conditions. Rather, our recommendation seeks 
to give to public housing its rightful place as a necessary and essential 
instrument in the whole program of rebuilding and restoring our 
cities. 

It recognizes the sound principle that in seeking Federal help for 
low-rent housing a community should also utilize its other powers 
in solving its housing problems. 

The workable program requirement does not impose an onerous 
task on the locality. The requirement calls for preparing a program 
which looks to future action. It does not call for the prior completion 
of the actions contemplated by the program. Neither does the re- 
quirement call for a federally designed program. Rather, we believe 
that there is no justification for Federal assistance except to those 
local communities which will themselves adopt a sensible long-range 
program which is appropriate under local conditions. 

As I testified before your committee in 1954, when the workable 
program requirement was first enacted, we do not expect a community 
to undertake a protracted period of detailed and clairvoyant planning. 
From those cities just begining on the long road to removing slums 
and blight we should be understanding of the time and effort it takes 
to develop and to put into effect a full-scale local attack. We should 
take full account of varying local situations and the different circum- 
stances confronting the large and the small city. 

During the past 2 years, the workable program requirement has 
been administered flexibly, and the policy being followed is neither 
paternalistic nor unduly burdensome. As of the middle of last month, 
95 communities, both large and small, had adopted workable pro- 
grams. I have a list of these communities, showing their populations, 
which I should like to offer for the record. About half of them have 
populations of less than 50,000. More than 40 percent have popula- 
tions of less than 25,000. Twenty percent have populations of less 
than 10,000 and 5 communities have populations of less than 5,000. 
Two of these have populations of less than 2,000. I am convinced 
that this record shows that the requirement is not too difficult to meet. 

(The information is as follows:) 
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HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 


Workable program actions as of Apr. 


18, 1956 





Dateap- | 1950 | | Date ap- 1950 
State and locality roved by popula- | State and locality | roved by | popula- 
Administrator tion jAdministrator; tion 
| | 
Alabama: } || New Jersey: | | 
SS a ee June 15, 1955 12, 939 Asbury Park..-.---. | Sept. 27,1955 | 17, 094 
Birmingham June 23, 1955 326, 037 || Elizabeth - | June 29, 1955 112, 817 
Cullman -| Apr. 28, 1955 7, 523 Bebokem.......... Nov. 16, 1955 | 50, 676 
ae Dec. 2, 1955 | 2, 936 || Long Branch Aug. 1,1955| 23,090 
Eee. Jan. 24, 1955 6, 906 Morristown. - - Mar. 10,1955 | 17, 124 
Florence June 22, 1955 23, 879 Newark ve May 13, 1955 438, 776 
Funtsville___.......-. Apr. 9, 1956 | 16, 437 New Brunswick...-.| June 14, 1955 | 38, 811 
OS EE TE | Mar, 16,1955 | 129,009 | Perty Amboy- ---- | July 13,1955 | 41, 330 
Montgomery --| Apr. 28, 1955 106, 525 | Trenton_-- Oct. 13,1955 ; 128, 009 
sas snetteld -....-| Feb. 13,1956 | 10, 767 || New York: : | 
Alaska: | New York City__..-| May 20,1955 | 7,891, 957 
poe mee SERS Et | Apr. 2, 1956 | 11, 254 || North Tarrytown__.| Mar. 23, 1955 8, 740 
OL ESS ee oe 5, 771 Port Chester. ._- Feb. 7, 1956 23, 970 
Ketchikan .-| Feb. 13, 1956 5, 305 || Ohio: 
Sitka- Ne: _...-| Jan. 9, 1956 1, ORS | Cincinnati. Jume 28,1955 | 503,998 
rt ansas: Little Rock Jan, 31, 1956 102, 213 | oe agate .--| June 6,1955 | 914,808 
a oe y Jayton June 10,1955 | 243,872 
ne eee am | June 23, 1955 6, 433 Hamilton ____- July 12,1955 | 57, 951 
Los Angeles ..| May 5,1955 | 1,970,358 || Pennsylvania: | 
| ars | June 23,1955 | 384, 575 Beaver Falls_.__.-- June 22,9155 | 17, 375 
San Francisco | Oct. 25,1955 | 775, 357 Erie a ne | Dee. 1,1955 130, 803 
South Pasadena__...| Fe. 17,15 | 16, 935 McKeesport__- | June 29,1955 | 51, 502 
Colorado: Denver. ..| June 29, 1955 415, 786 Philadelphia Feb. 8,1955 | 2,071, 605 
Delaware: Wilmington_.| June 22, 1955 110, 356 | Pittsburgh - --.- Sept. 12,1955 | 676,806 
District of Columbia: | June 29, 1955 802, 178 Scranton... _-- June 8,1955 | 125, 536 
Washington. || Sharon. Dec. 2, 1955 26, 454 
Georgia: || Puerto Rico: | 
Douglas. ...........- Oct. 21,1955 | 7,428 | Arecibo - June 2,1955 | 28, 659 
Moultrie... ......... Nov. 16, 1955 11, 639 | Bayamon -do. | 20, 171 
Savannah ___..__.__. | Aug. 19, 1955 119, 638 | Caguas do. : 33, 759 
Thomasville -__-__| Jan. 18, 1956 14, 424 | Cayey-- ---|-----do- 18, 429 
Waynesboro...__.__- | Aug. 29, 1955 4, 461 | Guayama. -.----..- ---do.. - -- 19, 408 
mings | lene) zuma enn] 
Chicago ! | Jan. 12,1955 | 3, 620,962 | dicen ien be - : 
Chicago Heights i___| Jan. 31,1955 |’ 241551 | a pose ogee 
vanes. | olaaiaaaey sipeatl | June 28, 1955 128, 636 | Gon Carnal. co Saag 8’ 872 
y- g ’ 994 767 
Newport......--... June 22,1955 | 31, 044 | San a -- nq cS on 208 
Paris | Sept. 27, 1955 | 6,913 || mnmeneon: ol deh es 
: : . , ’ Tennessee: | j 
Louisiana: New Orleans | Feb. 16,1955 | 70, 445 | Clarksville 1_. _.__. Jan. 19, 1956 16, 246 
Maine: Portland_. July 11, 1955 77, 634 || Gallatin !_. | Mar. 24, 1955 | 5, 107 
Maryland: Baltimore... Feb. 24,1955 | 949, 708 | ——— ae ~ af | feed 
Massachusetts: zewisburg--- an. 24,1955 5, 16 
“Cambridge. | Sept. 16,1955 | 120, 740 Manchester | Feb. 28, 1956 2, 341 
Boston | Apr. 6,1956 | 801, 444 | Memphis. --| Sept. 16,2965 | 306,000 
Revere __| Nov. 16, 1955 } 36, 763 || Nashville--_- _.| Nov. 17, 1955 | 174, 307 
Somerville 1__---__ | Jan. 19,1956 | 102,351 || _, Waverly. | July 11,1955 | 1, 892 
Michigan: Detroit. June 17,1955 | 1,849, 568 |) Vireinia: Nov, 22,1968 | 25,088 
Minnesota: Minneapo- | | Norfolk pore : do. nat 213 513 
lis 1_. ---------| Jan. 31,1955 | 521, 718 || Richmond Aug. 19,1955 | 230,310 
Missouri: | ; Wisconsin: Milwaukee..| Dec. 19, 1955 637, 392 
Kansas City_._....- | Apr. 6, 1955 456,622 || Texas: 
St. Louis_- Apr. 20,1955 856, 796 | Corpus Christi_.....| Mar. 1,1956 | 108, 287 
New eons 2 Ports- Dallas. do__.. 434, 462 
mouth !___ _...--| Feb. 8, 1956 18,830 || Utah: Weber County Mar, 28,1955 | 83, 319 


1 Recegtifications. 


Mr. Coe. 


HOUSING FOR THE ELDERLY 


In addition to the low-rent public housing provisions for 


ada alti 








the elderly, H. R. 9537 would provide special assistance for the elderly 
by means of changes in the FHA mortgage insurance programs. I 
believe these provisions are very desir able in view of the incre sasing 
housing needs of elderly persons throughout the country, particularly 
those in the low and moderate income groups. Housing represents 
one important phase of the general and growing problem of assist- 
ance to the aged. 
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As Mr. Mason will more fully explain, these special FHA mortgage 
insurance provisions are designed to assist both sales housing and 
rental housing for the elderly. Assistance would be given to rental 
housing to be built by either nonprofit corporations or by private 
sponsors building for profit. 

FHA insured loans to approved nonprofit corporations could be as 
high as 90 percent of replacement cost, and would be for maximum 
terms up to 39 years and 3 months. I believe that these provisions 
constitute a new, a liberal, and a realistic approach to this important 
problem, which should substantially aid in the provision of the 
required housing. 

In place of these several mortgage insurance provisions, H. R. 10157 
would substitute a program of direct loans by the Federal core 
ment. Nonprofit corporations would be given 100 percent, 50-ye 
loans, at 314 percent interest to build housing and related facilities for 
elderly persons. A revolving fund of $250 million would be pro- 
vided. Assuming an average cost of $8,000 to $9,000 per unit, $250 
million would provide for financing for about 25,000 or 30,000 units. 

I firmly believe that the enactment of this direct loan program 
would be undesirable and unwarranted for several reasons. ‘There is 
no basis for concluding that necessary private financing would not be 
available under sufficiently liberal mortgage insurance programs to 
finance housing for the elderly. 

Direct loans under H. R. 10157 would supplant private financing in 
this field and would prevent the development of additional sources 
of private funds. The bill contains usual language stating that the 
loans can be made only where the borrower is. unable to obtain neces- 
sary funds from other sources upon terms and conditions equally as 
favorable as under the bill. It is clear that this language would not 
bar direct loans, as private funds will in fact be unavailable for 100 
percent, 50-year loans, at 314 percent interest. 

As this direct loan program would preclude private financing from 
entering the field, pressure would naturally develop for greater and 
greater public expenditures for this purpose. In view of the large 
and increasing number of elderly persons, the program would tend 
to make a substantial portion of the population of the country depend- 
ent upon the Government for their home financing needs over an 
indefinite period of time. 

Unless Federal funds are to be continually made available in large 
amounts, it is particularly important in the interest of elderly persons 
to be served that sources of private investment be developed and pri- 
vate financing encouraged to meet their needs as rapidly as possible. 


OTHER PROGRAMS 


H. R. 9537 contains a number of other provisions of major impor- 
tance to the various programs of our Agency, including the secondary 
market operations of the Federal National Mor tgage Association and 
the college housing loan program of the Community Facilities Ad- 
ministration. One of these provisions, which I believe to be extremely 
important, would modify the college housing loan interest rate in a 
way which would avoid discouraging private capital from helping to 
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meet the needs of our colleges. This will be explained in the state- 
ment of the Community Facilities Commissioner. 

The last section of H. R. 9537 would specifically authorize the Hous- 
ing aud Home Finance Administrator to undertake such surveys and 
studies of statistical data as he determines to be necessary in the exer- 
cise of his responsibilities, including his responsibilities to appraise 
and to carry our national housing policies and programs. In discharg- 
ing this proposed function the Administrator would be authorized to 
utilize the facilities of other departments and agencies. This section 
would clarify congressional intent with respect to these functions. 

There is a growing recognition of the very real need for more ade- 
quate and timely information relating to many aspects of housing. 
It is essential to the most effective administration of the Housing 
Agency. It is of major importance to the Congress and the executive 
branch in making decisions not only on housing legislation but on other 
matters affecting the general economy. 

The most urgent need in this regard is information which will indi- 
‘ate prospective trends in market demands in housing. The char- 
acteristics of the existing housing market must be better known—the 
volume of sales, the terms of financing, the trends in prices, and the 
physical types and sizes of recently completed units. 

It is also necessary to have much more accurate information regard- 
ing the availability of housing credit under various conditions in the 
housing market and regarding the effect of housing credit on volume 
of construction. 

As H. R. 9537 contains provisions relating to some of the more tech- 
nical aspects of our program, I have furnished your committee with 
copies of a section-by-section analysis of the bill which explains the 
reasons for each provision. 

T have also furnished to your committee copies of a detailed anal- 
ysis by our Agency of each of the three reports issued by your Subcom- 
mittee on Housing. Because the reports and our analysis deal with 
board policy questions which relate to many of the detailed legislative 
amendments under consideration in today’s hearings, I believe it would 
be helpful if our analysis were to be printed in the record of the 
record. 

With your permission, Mr. Norman Mason will now present his 
statement on provisions in the pending legislation relating to the Fed- 
eral Housing Administration. 

At this time, Mr. Chairman, I ask to have included in the record 
the items I have just referred to. 

The Cuamman. Without objection, they will be included in the 
record. 

(The information referred to is as follows :) 


HOUSING AND HOME FINANCE AGENCY 


ANALYSIS OF REpPorTs Nos. 1, 2, AND 3 oF THE SUBCOMMITTEE ON HOUSING OF THE 
House COMMITTEE ON BANKING AND CURRENCY, 84TH CONGRESS, 2p SESSION 


No. 1. Slum Clearance and Urban Renewal. 
No. 2. Mortgage Credit and FHA Multifamily Housing. 
No. 3. Military Housing. 
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ANALYSIS OF Report No. 1, 84TH CoNnGRESS, oF Houstna SUBCOMMITTrEE OF HOUSE 
COMMITTEE ON BANKING AND CURRENCY 


A. SLUM CLEARANCE AND URBAN RENEWAL 


(1) The workable program requirement (pp. 5-6 of Rains subcommittee report) 


The report mentions, but does not concur in, a complaint by one city that the 
workable program requirement is a “pro forma” exercise involving needless 
reporting and delay since the city has long been meeting the substance of the 
requirement anyway. While the subcommittee apparently recognizes that vol- 
untary previous action by some cities is not a good reason for eliminating a gen- 
eral requirement which applies to all cities, the report “strongly urges the admin- 
istrative oficials concerned to review the workable program requirement, partic- 
ularly from the standpoint of the smaller communities, to determine what steps 
can be taken to minimize the workload burden as well as the degree of Federal 
interference and paternalism.” 

From the inception of the requirement, Housing Agency policy has stated that 
there is no justification for Federal assistance except to cities which will them- 
selves face up to the whole process of urban decay and will undertake sensible 
long-range programs. Otherwise the Federal aid is likely to be wasted. At the 
same time, our policy, from its very inception, recognized that 

(1) We should take full account of varying local situations; 

(2) We should recognize the varying capacities of smaller and larger 
cities ; 

(3) We should expect less from the cities just beginning to fight urban 
blight than from those that have already come a long way; and 

(4) It is local effort to develop a workable program that we are requir- 
ing and not a federally dictated program. 

It seems clear that our policy is neither parternalistic nor unduly burdensome. 
If there has been any instance of departure from our policy, it would be helpful 
for the specific complaint to be called to our attention. Indeed, perhaps the 
strictest Federal requirement which we have is the one dealing with the reloca- 
tion of displaced families. Even with respect to this element, it is not applied 
as a strict requirement at the workable program stage, but only at the title I 
project stage when relocation does become a matter of strict compliance with an 
express provision contained in that title. 

As of April 138, 1956, a total of 95 communities have approved workable pro- 
grams. About half of these communities have populations of less than 50,000. 
More than 40 percent have populations of less than 25,000. Twenty percent have 
populations of less than 10,000 and 5 communities have populations of less than 
5,000. Three have populations of less than 2,500 and 2 of these have populations 
of less than 2,000. 

(2) Family relocation (pp. 6-8 of report) 

The subcommittee states that “a bolder and more imaginative approach to 
the family-relocation problem is essential’; that ‘an expanded public housing 
program can provide the answer to housing the estimated 40 to 50 percent of dis- 
possessed families in the very low income groups”; that “the housing problem 
of the remaining (dispossessed) families is somewhat more complicated’’; and 
that housing displaced minority families is a particularly difficult problem. 
The subcommittee also states that in some cases uprooted families have relocated 
themselves with no systematic followup by local officials to insure a successful 
solution to their housing problem, and that some families have been forced to 
move to dwellings inferior to those vacated. The subcommittee “urges that 
the Federal authorities charged with overseeing relocation responsibilities exer- 
cise increased vigilance to make sure that the municipalities are in fact doing an 
effective and humane job in this area.” 

The Housing Agency agrees that the relocation problem is without question 
one of the most difficult problems in the urban renewal program. Unless ade- 
quate relocation housing is provided, this problem will become more acute as 
the urban renewal program gains momentum. However, on the whole, local com- 
munities have performed an admirable job in the relocation of displaced fami- 
lies. Although the relocation job is basically one which the local community 
must perform itself, the Urban Renewal Administration will not approve an 
urban renewal project unless adequate relocation housing is being provided 
under the community’s plan. An additional 2-year low-rent housing program is 
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being recommended by the administration in order to help fill part of the reloca- 
tion need and liberalizations are being recommended in FHA’s section 221 legis- 
lation in order to help fill another part of the need. Still another part of the need 
can be filled by turnover in existing public housing. Local expenditures designed 
to help families find decent new or existing relocation housing and local 
expenditures to give followup assistance to families which relocate themselves 
are both approvable as part of title I gross project costs. The Housing Agency 
recognizes that the relocation job, particularly in the case of minority groups, 
requires the very best efforts of Federal and local officials. 

(3) Small business relocation A (pp. 8-9 of report) 

The subcommittee states that small businesses displaced by urban renewal 
projects receive no financial aid in connection with moving expenses and often 
have difficulty in obtaining credit needed to resume business in another location. 
The subcommittee plans “to explore possible remedies” for this problem. 

The Housing Agency welcomes such a study. We have opposed legislation 
which would, as a condition to Federal urban renewal aid, require the local 
community to make certain that each small business is satisfactorily relocated. 
To determine that a displaced family has moved into a decent home involves 
the application of fairly definite standards. However, it is too complicated a 
matter for a city to decide that the many complex factors which enter into the 
satisfactory relocation of a business have each successfully been dealt with. 
Different types and sizes of business concerns each have different requirements 
as to location. Our objection to one legislative proposal, however, does not mean 
that we oppose seeking some feasible means of helping displaced small businesses 
to relocate. 

(4) FHA—Delays in section 220 (pp. 9-11 of report) 

The subcommittee report states that slowness in the 220 program resulted 
from a “negative attitude” by Government officials ; “burdensome red tape’; and 
an “overly cautious and timid” attitude. The report states that “it is our hope 
that this report, by highlighting the administrative problems and by suggesting 
and recommending more workable policies, can help restore a more positive and 
courageous philosophy.” 

The report also makes reference to such matters as “the time consuming activi- 
ties which are a prerequisite” to putting a slum clearance project and an FHA 
section 220 project together. The only practical way to evaluate the subcom- 
mittee’s conclusions is by examining each of the specific problems to which the 
report refers and by evaluating the recommendations made by the subcommittee 
for dealing with each specific problem. The report lists and discusses the fol- 
lowing specific problems: (a) equity investment, (0) profit allowance, (c) land 
cost, (d@) over and above money, (e) loan maturity, (f) amortization plan, (9) 
cost certification, and (h) rehabilitation aspect of section 220. Each of these 
items is discussed below. 


(5) The problem of equity investment in rental housing and of “over and above” 
money (pp. 12-13 and 15-16 of report) 

The subcommittee states that “there is no disagreement on the evils of wind- 
falls of the 608 variety. But it is another thing entirely when one considers 
realistically the problem of attracting private sponsors into the building of multi- 
family rental housing, whether in urban renewal areas or not.” The subcom- 
mittee thereby raises a question as to whether the FHA is requiring too much 
equity investment in rental housing under section 220. 

The fact is that the FHA mortgage may equal 90 percent of the cost, and that 
the cost contains an allowance for builder’s profit which may vary from 5 to 10 
percent of construction costs (exclusive of land). Since the builder’s profit is 
not actually an out-of-pocket cost, the cash equity put up by the builder where 
the allowance for the profit is between 6 and 7 percent could come out to only 
about 5 percent. Secondly, in order to permit the redeveloper to recover his 
capital investment in a reasonable period of time, the FHA permits the sponsor 
corporation to borrow funds on a nonnegotiable note up to 70 percent of the 
difference between mortgage proceeds and total project costs, including working 
capital. This makes possible a substantial reduction in the nonborrowed cash 
investment. Since the nonborrowed cash investment may (as a result of these 
two combined factors) prove to be very small, the policy is extremely liberal 
and is made possible only by the protection afforded through cost certification. 
The subcommittee does not make any suggestion (specific or general) for further 
liberalization of the FHA policy on equity investment. 
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(6) The problem of a proper profit allowance (pp. 18-15 of report) 

The subcommittee correctly states: “It is obvious * * * that the amount 
allowed for builder’s profit can be crucial. If the profit allowance is set at a 
very low figure, the actual cash investment by the builder is greatly increased.” 
The subcommittee does not conclude that the Housing Agency’s position on this 
matter is unduly conservative. Instead, the report states that “there is con- 
siderable evidence that” the FHA has taken an overly conservative position. 
The report concedes that “it is difficult for the subcommittee to recommend a 
specific profit-margin figure which would be attractive enough to stimulate 
sponsor incentive and yet not be unduly liberal,” but adds: “The weight of the 
testimony heard by the subcommittee indicates that the FHA’s policy toward 
profit allowance is overly conservative.” The subcommittee also states (with- 
out expressly concurring in the conclusion) that “it seems to be generally con- 
sidered in the building trade that a 10-percent profit allowance would be proper.” 

The result of these and similar statements is simply to raise a question con- 
cerning the Housing Agency’s policy. Thus, “the subcommittee recognizes that 
the Congress cannot properly legislate a fixed-profit factor. It recognizes also 
that the proper profit allowance is necessarily a controversial subject as between 
the sponsor who understandably is interested in the highest allowance possible 
and the FHA with its administrative responsibilities.” Accordingly, the subcom- 
mittee “strongly urges the FHA to reexamine its policy in this field to make 
certain that its policies are realistic and reasonable.” 

The facts are as follows: The FHA will generally allow the sponsor who acts 
as his own general contractor a builder’s profit of not less than 5 percent nor more 
than 10 percent, depending on the custom in the locality governing arms-length 
construction contracts with respect to projects of similar size and involving 
similar construction. As the subcommittee notes, the upper 10-percent limit 
was suggested by the Senate Banking and Currency Committee in connection with 
the 1954 legislation. As the subcommittee also notes, the choice of an actual 
percentage tends to become a matter for controversy between a sponsor who is 
interested in obtaining the highest allowance possible and the FHA with its 
administrative responsibiilties. No one has ever suggested a better test than the 
one applied by the FHA, which merely follows the custom of builders and general 
contractors in the community. It is obvious that a general contractor bidding 
on a very large project will accept a smaller profit allowance than one bidding 
on a small project where the contractor’s overhead is greater in relationship to 
the size of the job. 

The subcommittee makes one specific recommendation. It states that the per- 
centage allowance for builder’s profit should be applied to a base consisting not 
only of the total construction cost but the total project cost, including even land. 
The subcommittee correctly points out that “this method would raise the allow- 
ance for builder’s profit and correspondingly reduce the cash equity investment 
required of the bulider.” Thus, if a 10-percent builder’s profit were applied to 
construction cost plus architect’s fee, plus cost of land, plus project overhead, 
the profit allowance would be much larger. 

The only reason why the Congress permitted any allowance at all for a builder’s 
profit was so as not to discriminate against a sponsor who acts as his own general 
contractor. When a sponsor retains a separate company to act as general con- 
tractor, that separate company will actually collect a percentage of its costs as 
its profit. When the sponsor acts as his own general contractor, the Congress 
intended that he receive a similar allowance. The construction costs which the 
general contractor, were there one, would have been responsible for are the only 
ones which can properly form the base for the general contractor’s profit allow- 
ance when he prepares his bid. It is, therefore, completely illogical, in the light 
of this legislative history, to apply the builder’s profit to such items as archi- 
tect’s fees, land, project overhead, and real property taxes during construction, 
all of which are paid for by the sponsor and not the general contractor. The 
subcommittee is correct in stating that an item such as landscaping costs should 
(when the sponsor does the landscaping himself) be included in the base to which 
the builder’s profit allowance is applied. This the FHA does do. Similarly, 
overhead items (such as on-the-job supervision) that building contractors pay 
for do enter into FHA cost allowances and the 5- to 10-percent profit allowance 
is applied to these items of cost. 


(7) Land cost (p. 15 of report) 


The report, under this heading, does not discuss the merits of any Housing 
Agency policy. Reference is merely made to an isolated case where it appeared 











22 HOUSING ACT OF 1956 


to subcommittee staff that contradictory information was supplied to the sub- 
committee by FHA staff members. FHA states that the contradiction was only 
apparent and not real. The partciular case is not important. However, the sub- 
committee report concludes that the FHA has too many specialists and not 
enough officials who understand the section 220 program as a whole. Naturally, 
as a hew and complex program is first developed, rank and file employees cannot 
hope to have the same familiarity with the program as the few top officials who 
are still in the process of making or reexamining policy decisions. However 
informational materials and training programs are both being utilized to familiar- 
ize employees with new policies and programs. 


(8) Maximum mortgage maturity (pp. 16-17 of report) ; FHA liberalized rules 
on this and other matters should apply to all applicants (p. 25 of report) 

The subcommittee stated that the maximum maturity permitted by the FHA 
for section 220 mortgages is slightly under 40 years. The subcommittee then 
recited argumeuts which had been presented to it that a 50-year maturity was 
not unrealistic for tall, fireproof buildings built according to FHA minimum 
standards. The subcommittee did not concur in these arguments but rather 
stated “that this is not an easy problem from the point of view of the FHA”. The 
subcommittee stated that “too long a maturity might restrict principal repay- 
ments in the earlier years to too low a level with a consequent possible threat 
to the solvency of the project.” In conclusion, the subcommittee stated that it 
“hesitates therefore to recommend unequivocally that FHA permit a maturity 
in excess of 39 years and 5 months, but it strongly urges the FHA to restudy 
the problem carefully.” 

The subcommittee’s statement of the problem is concurred in by the Housing 
Agency. Its statement of fact, however, while generally correct, is mistaken in 
one respect. On April 18, 1955, the FHA publicly announced that “in special 
cases consideration will be given to a longer term provided such an arrangement 
is absolutely necessary to permit the financing of a worthy project.” 

On page 25 of the subcommittee report, the subcommittee states that it has 
learned of several liberalizing changes by FHA to facilitate individual cases. 
The nature of the changes is not stated. The subcommittee admonishes the FHA 
by stating that “such a practice if continued could develop favoritism. The sub- 
committee hopes that this word of warning will cause the administering officials 
to desist from this practice and to disseminate policy changes to all by regulatory 
amendment, or, where appropriate, by a general field letter to all mortgagees 
and others interested in the program.” This position would give the Housing 
Agency no freedom to work out liberalizations on the basis of experience in 
processing early pilot projects. The Housing Agency feels that FHA policy is 
justified because all the pilot negotiations are difficult; are pioneering; and are 
being carried out openly. The decisions are each being closely studied by top 
Agency officials, congressional committees, and nationwide associations of local 
redevelopment officials and of industry groups concerned. We do agree that 
policies once established should be published, and the April 18, 1955, public an- 
nouncement was one of the steps in this direction. 


(9) Amortization plan (p. 17 of report) 


The subcommittee discussed the relative merits of a more liberal level-annuity 
amortization plan as against the regular FHA declining-annuity plan. The sub- 
committee’s presentation parallels its discussion of “maximum loan maturity.” 
(Smaller initial mortgage repayments are easier, but the risk of later default is 
greater.) Here again the subcommittee’s discussion appears to us to be valid, 
but it has overlooked the public announcement by FHA on April 18, 1955. The 
announcement stated that while level-annuity payments are generally looked 
upon by FHA as being undesirable for multifamily housing financing, in special 
cases consideration will be given to level-annuity payments provided such arrange- 
ment is absolutely necessary to permit the financing of a worthy project. 

(10) Cost certification (pp. 17-19 of report) 

The subcommittee makes two recommendations with respect to cost certifica- 
tion. One recommendation is “that the Banking and Currency Committee con- 
sider the possibility of amending the language of section 227 to include a pro- 
vision which would limit FHA’s post audit of certified costs to a restricted period 
and which would bestow immunity to the review of such costs after the review 
period has expired.” A similar proposal was perfected by this Agency and sub- 
mitted to the Bureau of the Budget early in January. It has been approved by 
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the Bureau as a part of the proposed housing amendments of 1956. Under our 
proposal, a cost certification approved by the FHA would be considered final and 
uncontestable except where there has been fraud or misrepresentation on the 
part of the mortgagor. Another perfecting amendment which we have proposed 
with respect to the cost certification would make it clear that certain general 
overhead items approved by the FHA could be included in the cost of a project 
for cost certification purposes. 

Secondly, the subcommittee, without giving the proposal its unqualified endorse- 
ment, recommended to the full Banking and Currency Committee that it give 
consideration to modifying the cost certification provision by limiting the FHA 
mortgage to 100 percent of actual cost or value rather than to 80 or 90 percent, 
as the case may be. This would constitute a considerable liberalization in that 
it would permit a builder to “mortgage out,” although he could not take any cash 
proceeds out of the mortgage except to the extent of the builder’s profit allow- 
ance. Such a liberalization is a matter of basic policy for the Congress to con- 
sider, and would, of course, be administered faithfully by the Agency if enacted 
into law. It should be made clear to the Congress, however, that under this pro- 
posal the Government-insured mortgage could exceed the builder’s out-of-pocket 
cash investment to the extent of the builder’s profit allowance in those cases 
where the builder acts as his own general contractor. This factor is mentioned 
without any intention of implying that there is anything wrong with granting 
a proper allowance for builder’s profit, but only in order to point out that, under 
the proposal, the mortgage could exceed the cash investment. 


(11) The rehabilitation aspect of section 220 (p. 19 of report) 


The subcommittee referred to criticism which had been presented to it “to the 
effect that FHA’s property and neighborhood standards are overly restrictive and 
unrealistic as they apply to existing housing.” However, the subcommittee stated 
that it has not covered this subject sufficiently as yet. 

The subcommittee also stated that the FHA title I home improvement pro- 
gram is too limited for major renovation or rehabilitation because of limitations 
on loan size and on maximum permissible maturity and because of interest costs. 
This Agency has recommended legislation, which we developed during 1955, to 
liberalize title I of the National Housing Act. 


(12) General conclusion with respect to the subcommittee report on section 220 


As summarized above under item (4) of this analysis, the subcommittee report 
is critical of the “negative” and “timid” attitude of the Housing Agency with 
respect to section 220. However, in the item-by-item discussions of specific pol- 
icies (see items (5) through (11) above), the subcommittee itself makes no 
important specific recommendations and generally withholds its own express 
endorsement from criticism by others of Housing Agency policies. One concrete 
proposal which it apparently approves is that the builder’s profit allowance be 
applied to total project costs rather than only to construction costs. As explained 
above, if the Housing Agency were to adopt this proposal, it would be acting 
directly contrary to the intent of the House and Senate Committees on Banking 
and Currency when they approved the cost certification provision of the National 
Housing Act. 


(18) Section 221—Minimum equity retirement (pp. 20-21 of report) 


The subcommittee recommended “that the Banking and Currency Committee 
give serious consideration to an amendment to section 221 which would enable 
an urban-renewal family to obtain a loan for the full amount of the purchase 
price; in other words, with no equity payment.” However, the subcommittee 
stated “that some cash payment is generally considered desirable,” and therefore 
recommended that closing costs be paid in cash. The Housing Agency is in sub- 
stantial agreement with this proposal. Our proposed housing amendments of 
1956 would permit a $200 cash downpayment, which amount could cover closing 
costs. This would be in lieu of the present 5-percent downpayment requirement. 
Legislation along these lines was first recommended by the administration in 
January 1954. 


(14) Section 221—Mazimum loan ceiling (pp. 22-28 of report) 

The subcommittee “recommends to the Banking and Currency Committee that 
legislation be drafted giving discretion to the FHA Commissioner to raise the 
maximum loan under section 221 by an additional $1,000 to $8,600 ($9,600 in 
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high-cost areas).’”’ The subcommittee stated that it “is reluctant to recommend 
an increase of greater magnitude since it believes that the primary objective of 
section 221 of providing homes for lower income families must always be kept in 
view.” 

The Housing Agency is in agreement with both motivations expressed by the 
subcommittee. In our proposed housing amendments of 1956, the $7,600 mortgage 
limit would be increased to $8,000. In the case of high-cost areas, however, 
where family incomes are relatively higher, the $8,600 limit would be increased 
to $10,000. While there is a difference in detail between our proposal and the 
subcommittee proposal, there is basic accord on policy, and we have no strong 
feelings concerning the exact amounts to be prescribed. Housing Agency pro- 
posals along these lines were made early in January 1956. 

(15) Section 221—Permissible loan maturity (pp. 22-23 of report) 

The subcommittee recommended that the loan maturity for a multifamily 
rental housing project under section 221 should be raised from 30 to 40 years. 
It also recommended a similar increase to 40 years in the case of sales housing 
under section 221 with authority in the FHA to prescribe a shorter maturity for 
those families which could afford the higher monthly payments made necessary 
by a shorter loan maturity. The Housing Agency is in substantial accord with 
these recommendations. Under our proposed legislation, the maximum maturity 
for all section 221 mortgages would be 40 years. We would, of course, recommend 
to all borrowers that they save interest charges by borrowing for the shorter 
period if they can afford the larger monthly payments. However, we do not 
believe it administratively feasible to withhold the more liberal terms on the 
basis of a means test, as proposed by the subcommittee. Housing Agency pro- 
posals for 40-year maturities under section 221 were first made in January 1954 
and were renewed early in January 1956. 

(16) FNMA assistance to section 221 (p. 23 of report) 

The subcommittee referred to the FNMA 2 percent discount, 1 percent commit- 
ment fee, and one-half of 1 percent purchase fee and stated that these 314 points 
are “indefensible” when applied to special-assistance mortgages under section 221. 
The FNMA has stated that some such discount is necessary if the FNMA is to 
supplement, rather than supplant, the private mortgage market. Since the 
subcommittee recommendation is that the discount be either eliminated or else 


narrowed, the difference between the subcommittee and the FNMA is basically 
a matter of degree. 


(17) Inerease of Federal urban renewal grants from two-thirds to perhaps four- 
fifths (pp. 23-24 of report) 

The subcommittee stated that it was sympathetic to the renewal problems which 
cities face as a result of higher costs and of Federal and State competition for 
available tax revenues. The subcommittee therefore intends to give further 
attention to a proposal that the Federal title I grant be increased from two-thirds 
to perhaps four-fifths of net project cost. 

The Housing Agency is also sympathetic to the problems of cities resulting 
from rising costs and the limitations (both economic and legal) on municipal 
tax sources. However, the present Federal law on local grants for title I is 
already liberal since the local grants may consist of the provision of services 
and public facilities and need not be paid in cash. Moreover, the bigger the 
Federal share of the cost, the stronger becomes the pressure to exert Federal 
control and supervision over local activities. We believe that the present 
formula in the law represents a satisfactory balancing of the factors involved. 
(18) Proposed increases in URA loan and grant authorization (p. 24 of report) 

The subcommittee recommended that present loan and grant authorizations 
for urban renewal should each be increased from $1 billion to $2 billion. This 


Agency will, of course, recommend an increase in title I authorizations whenever 
such an increase is needed. It is not needed yet. 


(19) Limit on cost of any one URA project (p. 24 of report) 


The subcommittee reviewed a recommendation that the law should limit the 
cost of any one slum clearance job to $2% million. The subcommittee stated 
that this would make it impossible for needed major projects to proceed. The 
Agency is in accord with this conclusion. 
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(20) Reduction of Federal control and redtape in URA programs (pp. 24-25 of 
report) 

The subcommittee expressed concern over testimony that Washington per- 
sonnel of URA has attempted to exercise an excessive degree of bureaucratic 
control over local operations and has driven for a degree of supervision ap- 
parently not practicable in view of the staff available to do the job. The sub- 
committee strongly urged that Federal officials analyze their own actions so as 
to streamline their procedure and their organization. The subcommittee stated 
that more autonomy must be given the field officials. 

This Agency is constantly looking for ways of streamlining its organization 
and procedure; has recently received the benefits of an outside management 
survey designed to help in this goal; has appointed a URA procedures simplifica- 
tion committee; has vested increasing authority in its regional offices; and is 
gradually eliminating many time-consuming central office reviews as the regions 
become more experienced. However, in view of the newness of urban renewal 
programs and of continuing experience; of the need for coordinating FHA and 
URA programs; of the need for constantly reexamining basic policy; of the 
many express duties imposed on the Federal Government by provisions of law; 
of the clear congressional intent with respect to such items as are covered in 
the Byrd amendments and in the family relocation provisions of title I, it is 
certainly clear that the Federal Government and its Washington officials have 
a great measure of responsibility which they are unable to escape, notwith- 
standing such obstacles as inadequate staffing. Thus, it is always necessary to 
strike a delicate balance in dividing responsibility among Federal officials in 
Washington, Federal officials in the field, and local officials. Although the sub- 
committee apparently believes that Federal officials have interfered too much 
in urban renewal activities, its report No. 1 contains at least one admission 
(dealing with relocation of displaced families) that Federal controls are in- 
sufficiently strict and the report contains many recommendations for reexamin- 
ing or liberalizing basic policies. Some complaints about interference by Wash- 
ington Federal officials are found, on examination, to be based on the fact that 
(in a new and complex program) Federal officials in Washington have found 
it advisable to reexamine their policies; to grant relief in individual cases; and 
on the basis of the experience gained in the individual cases, to change generally 
applicable policies. Thus, the very review which eventually led to a liberaliza- 
tion desired by a complainant may first have been criticized by that complainant 
as Washington delay or interference. 

(21) Public housing—Program continuity (p. 25 of report) 

The subcommittee criticized the “stop and go” characteristic of public housing 
legislation as making it extremely difficult for local public agencies to plan 
their low-rent housing programs and to gear those programs to urban renewal 
activities. This Agency agrees with that observation. In our testimony on 
public housing legislation during the past 2 years, we made it clear that we 
opposed “stop and go” programs, and that we also opposed artificial limitations 
under which an authorized number of public housing units must all be con- 
tracted for and started within artificially short periods of time. The Adminis- 
tration prefers a modest and smoothly moving program to controversial pro- 
posals for very large programs which, when finally acted upon by the Congress, 
emerge as modest “stop and go” programs. 


PARTS III AND IV OF REPORT DEALING WITH MISCELLANEOUS PROBLEMS 


(1) Housing for elderly citizens (pp. 26-27 of report) 

The report recommends that the Banking and Currency Committee give high 
priority to legislation necessary to provide housing for elderly citizens. The 
report recommends 10,000 units of public housing for this purpose, as the mini- 
mum number to be authorized during the first year’s operation. It also indicates 
that single persons 65 years of age or more should be eligible for occupancy in 
public housing. The subcommittee views on public housing for the elderly are 
consistent with the administration bill, except that the subcommittee recom- 
mends an additional number of public housing units specifically for elderly 
persons. 

The report indicates that private housing also should be encouraged for elderly 
persons. It describes a proposal similiar to the provisions of the administration 
bill relating to FHA mortgage insurance for housing projects built by nonprofit 
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corporations for elderly persons. The report then states that it doubts the effec- 
tiveness of the program because of the lack of financial ability of potential spon- 
sors such as unions, churches, ete. It also states that the FHA could not be 
expected to implement the program with any enthusiasm or vigor. 

The report states that, instead of such a program, a more promising alternative 
would be a direct loan program by the HHFA to assist nonprofit corporations to 
build housing for elderly persons. This would be patterned after the present 
college housing loan program, but contemplates part of the necessary funds 
coming from private investors through some form of “debenture” issuances. The 
report recommends this proposal “to the attention of the full committee” and 
states that the subcommittee plans to give it more intensive study for the purpose 
of developing detailed recommendations. 

A direct loan program such as suggested by the report raises the same issues 
as are involved in other proposals of direct loans in the housing field. Also, the 
subcommittees’ proposal would segregate elderly persons in separate projects 
to an unnecessarily great extent. 

There is no more reason to conclude that FHA mortgage insurance on liberal 
terms (as proposed by us) would be unworkable in the case of housing for elderly 
people than in the case of other private housing. In fact, the use of nonprofit 
corporations approved as to financial responsibility affords a particularly advan- 


tageous means of providing the desired housing through FHA mortgage 
insurance. 


(2) Housing for minority groups (pp. 28-29 of report) 

The only proposal made with respect to minority housing is that the subcom- 
mittee make a future study of a section 221 type of program which would not be 
limited to families displaced by urban renewal, but would be open to lower- 
income families generally (including minority groups). This proposal is still 
too lacking in detail to permit close analysis. Apparently, however, the subcom- 
mittee is thinking of relying heavily on FNMA support. If the program is very 


large, the amount of FNMA support which is feasible would, of course, be a 
limiting factor. 


(3) Budget problems of housing agencies (pp. 30-32 of report) 

The subcommittee referred to the complex task of coordinating FHA and URA 
programs; to the wastefulness involved in inadequate staffing of Federal offices ; 
and to need for FHA budget flexibility. It concluded that these problems, which 


are within the province of the Appropriations Committee, are causing difficulties 
in administering our programs. 


(4) FHA and VA minimum property requirements (pp. 32-33 of report) 


The subcommittee wants FHA and VA minimum property requirements made 
uniform in each locality, or, if this cannot soon be done by interagency coopera- 
tion, the subcommittee will recommend legislation to do it. The report points 
out that conflicting requirements create difficulties for builders who do not know 


when they plan a subdivision whether a house will be financed with FHA or 
VA aid. 





ANALYSIS OF Report No. 2, 84TH CONGRESS, OF HOUSING SUBCOMMITTEE OF HOUSE 
COMMITTEE ON BANKING AND CURRENCY 


A. MORTGAGE CREDIT 


(1) Availability of mortgage credit (pp. 1-2 of Rains subcommittee report) 

The subcommittee states that it heard disturbing testimony about “the inability 
of builders to obtain future commitments.” The report goes on to state that 
builders consequently cannot go forward with new 1956 projects and “the 
warning signals for the future rate of home building cannot be viewed with 
equanimity.” 

The hearings on which the mortgage credit report is based were held in 
October-November 1955, and the mortgage market has subsequently improved 
somewhat. Insurance company mortgage investment allocations for 1956, gen- 
erally equal to 1955, have become available to their correspondents, savings 
banks have embarked upon their 1956 mortgage purchase programs and many 
savings and loan associations have worked out of their previous overcommitment 
situations. Consequently, builders, early in the year began to obtain new 
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financing commitments which, in addition to a sizable backlog of outstanding 
unused 1955 lender commitments, has enabled them to proceed at a high annual 
rate, 


(2) Discounts (pp. 2-5 of report) 


The report states that the lack of control over discounts on FHA-insured and 
VA-guaranteed mortgages, or on related financing charges, has caused undue 
burdens to be borne either by the home buyer who pays the discount in the price 
of the house or by the builder who absorbs the disceunt. In either event, the 
discounts are considered a retarding influence which “may cause new home 
construction activity to fall off precipitously” unless the situation improves. 
The subcommittee recognizes that discounts to some extent are unavoidable. 
but recommends the control of “unreasonable and abusive discounts.” It 
“strongly urges the Administrator of Veterans’ Affairs and the FHA Commis- 
sioner to give renewed study to the problem and to consider carefully the recom- 
mendation herein made that regulations be issued setting a maximum on the 
permissible discount with appropriate geographic differentials.” 

The Housing Agency believes that in order for mortgages to compete with 
other demands for investment funds, it is necessary for the yield on mortgages 
to have flexibility. Otherwise, when the interest rate structure moves upward, 
the flow of funds into mortgages would be cut off. In view of the practicalities 
which makes a change in the interest rate on VA-guaranteed mortgages most 
unlikely, the flexibility of yield provided through discounts (or other charges) 
is necessary to induce an adequate flow of funds into insured and guaranteed 
mortgages. The only alternative would be a huge Government outlay of direct 
loan funds, which we are sure would not be found desirable during a period of 
high investment. 

Both the FHA and VA prohibit the collection of discounts from home buyers. 
In most instances the buyer of a home financed with a guaranteed loan is prob- 
ably wholly or partly protected against inclusion of the discount amount in the 
home price. The VA appraisal, which controls the selling price, is intended to 
exclude discounts and to the extent that this policy is effective, veteran home 
buyers are protected. The exclusion of discounts from FHA appraisals acts 
as a deterrent to discounts since the loan amount is based on appraised value, 
althongh FHA does not control the selling price. A builder who absorbs the 
discount may not necessarily be discouraged thereby from building, if the financ- 
ing obtained by payment of the discount serves to expand his market. 

While excessive discounts are abhorrent and the objective of proposed ceilings 
is one which can only evoke sympathy, the problem of setting appropriate ceil- 
ings would raise the most serious administrative difficulties. If a discount 
ceiling were set too low, an inadequate flow of funds would be forthcoming. 
If the ceiling were too high due to a mistake in administrative judgment, the 
builders and home buyers would suffer. Furthermore, the frequent changes 
required by changing market conditions would make for an erratic supply of 
funds to builders, as lenders would have to consider policy changes after each 
discount ceiling change, and in anticipation of such changes. 

(3) “Horror case” discounts (pp. 2-5 or report) 

The subcommittee is disturbed by the “very frequent accounts” of discounts 
of 7 to 10 points. The “persistence” of these “horror cases” and discounts of 
5 to 6 percent in some areas even for excellent risks “has caused the subcom- 
mittee grave concern.” 

It might again be pointed out that in recent months the mortgage market has 
shown some improvement. Moderate advances in the secondary mortgage mar- 
ket have taken place and reports of “horror cases” have tended to subside. This 
was indicated by information on average selling prices of FHA-insured mort- 
gages submitted to the subcommittee by FHA, which showed a national average 
secondary market price of 98.2. Even during the fall of 1955 the “horror cases” 
were rare exceptions to the rule and probably more often than not occurred in 
the sale of warehoused mortgages being sold in a declining market, rather than 
with respect to new financing. Nevertheless, the Housing Agency shares the 
subecommittee’s concern over the problem, and would welcome suggestions as to 
administratively feasible means for dealing with the problem, In this connec- 
tion, please see item (4). 

(4) Regulation of discounts (p. 5 of report) 

Although the subcommittee believes that the FHA and VA have the authorily 

to regulate discounts, it recognizes that there is some doubt on that score, in 
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view of the legislative history on the matter. It, therefore, “recommends that 
the Banking and Currency Committee, in coordination with the Committee on 
Veterans’ Affairs, consider the drafting of legislation which will specifically 
authorize and direct the agencies concerned to put an end to the evil of excessive 
discounts on FHA-insured and VA-guaranteed loans.” 

Past experience has shown the extreme difficulty of administering and enforc- 
ing the regulation of discounts. High discounts generally have not been a 
problem with respect to FHA-insured loans. They have been noticeable in the 
past, however, with respect to VA-guaranteed loans. It became common knowl- 
edge during the tight money situation of 1953 that the VA regulation of discounts, 
in accordance with the Housing Act of 1950, was being circumvented through 
mortgage repurchase agreements involving a discount cost for the builder. When 
administrative action was taken in May 1953 to prohibit such circumvention, a 
2-month hiatus of funds for GI loans set in, followed by congressional legislative 
action which repealed the authority to regulate discounts where secondary mort- 
gage market transactions are involved. The following year, the authority to 
regulate against any discounts paid by the builder was repealed entirely. In 
view of the unfortunate experience in attempting to regulate discounts in the 
past, we do not favor another attempt to employ similar methods of regulation. 
(5) Timing of credit curbs on FHA and VA loans (pp. 6-7 of report) 

The subcommittee believes that there is much to the argument that, “had the 
July 30 controls been applied 6 months earlier, when the imminent shortage of 
mortgage funds was discernible, the disparity between an overstimulated con- 
sumer and builder demand and the supply of mortgage funds would have been 
greatly minimized if not entirely avoided, * * *.” 

We cannot agree that the economic and financial conditions which developed 
during 1955 were discernible 6 months prior to July 30. The housing credit 
controls were not instituted earlier in 1955 because housing credit policies, which 
are coordinated with general economic policies and overall economic conditions, 
did not call for a restriction upon homebuilding activities early in the year. 
There were still many resources in the economy which were not fully employed. 
Thus, during the first quarter the number of unemployed was between 3 and 3. 
million. It was not until the third quarter that it became evident that practically 
full employment was being reached as unemployment was reduced to below 2.5 
million. Also, it was not discernible during the first few months of the year 
that consumer credit would expand as rapidly as it subsequently did, and it was 
not foreseeable at the beginning of the year that savings inflows to lending insti- 
tutions would fall off as they did late in the second quarter and during the third 
quarter of the year. On the other hand, contrary to expectations, plant and 
equipment expenditures rose during the year and corporate security issues in 
1955 were above 1954. Consequently, unforeseeable economic and financial con- 
ditions which contributed significantly to the tightness of credit and materials 
did not become discernible until the third quarter. 

(6) Pension funds (p. 14 of report) 

The subcommittee plans to conduct a future study of the obstacles which pre- 
vent the flow of pension fund money into FHA and VA mortgages. The subcom- 
mittee believes that such a flow could solve the “mortgage-supply problem.” 
The Housing Agency believes such a study to be desirable. 

(7) Removal of credit curbs on FHA and VA loans (pp. 15-16 of report) 

The subcommittee believes that removal of the July 30 FHA and VA credit 
curbs would help stave off “too severe a decline in building activities.” It thinks 
that “the same reasoning which justifies a maturity relaxation applies with equal 
force to a relaxation in the downpayment controls. Accordingly, the subeom- 
mittee urges the administering agencies to remove the downpayment restrictions 
imposed July 30, 1955.” 

While the seasonally adjusted annual rate of nonfarm private housing starts 
has tapered off slightly during the first quarter of this year, there has been by 
no means a “severe decline.” Moreover, recent FHA applications and VA ap- 
praisal requests for new homes, which are indicative of FHA and VA starts 
in the near future, give no reason to expect a severe decline despite the retention 
of moderate downpayment regulations. 

It was pointed out in the report (p. 6) that testimony before the committee 
showed an almost unanimous opinion that the maturity regulation was by far 
the more vigorous contro] and that virtually all witnesses believe that this factor 
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would bar far more families from the market than a 2 percent increase in the 
required downpayment. Thus, by lifting the maturity restriction, the more sig- 
nificant restriction upon effective demand was removed, while the unsettling 
effects of no downpayment loans in a relatively tight mortgage market have been 
avoided. 


B. FHA’S MULTIFAMILY HOUSING PROGRAMS UNDER SECTIONS 213 AND 207 
1. Cooperative housing under section 213 


(1) Need for adequate staff (pp. 27 and 18 of report) 

The subcommittee report states that the appointment of a Special Assistant 
for Cooperative Housing as provided in the Housing Amendments of 1955 was 
made after some delay. Also, that “nothing has been done so far to furnish 
the adequate staff which Congress contemplated.” The report further “strongly 
urges the FHA Commissioner to take necessary steps to provide the necessary 
staff assistance.” 

The facts are that FHA has moved diligently in this respect. The Housing 
amendments of 1955 became law on August 11, 1955, and within a period of about 
2 months, by October 17, a Special Assistant for Cooperative Housing, fully sym- 
pathetic with the purposes of such section, was appointed. Some of the time was 
needed to settle a technical, legal question with respect to civil service laws, and 
some of the time was taken up in the recruiting of a qualified candidate. With 
respect to staff, the FHA Commissioner has asked for funds to staff the Coopera- 
tive Housing Section in a supplemental appropriation request. Although this 
request was denied in the House of Representatives, another request was pre- 
sented and is now pending in the Senate. The staff of the Cooperative Housing 
Section is not one full-time professional staff man in addition to the Special 
Assistant, as the subcommittee report indicates, but a total of 5 full-time men 
and 2 secretaries. 

(2) Identity-of-intcrest (pp. 18—20 of report) 

The subcommittee report correctly states that where an identity of interest 
exists between the builder and a cooperative, that is, where the builder has an 
interest in a cooperative or has supplied financial aid, FHA requires the contract 
between the builder and the cooperative to be on a cost-plus basis, and further 
requires cost certification from the builder as well as the cooperative mortgagor 
corporation. The report recognizes that FHA must retain some safeguards 
against the abuse of cooperators by a dominant and perhaps unscrupulous 
builder-sponsor, but states that it believes that this objective can be achieved 
without making the rules so restrictive that no builder-sponsor will participate. 
The report also recommends, where cost certification is required, that considera- 
tion be given to prescribing some reasonable cutoff date beyond which certified 
costs would be incontestable. 

It will be noted that the FHA procedure with respect to cost certification where 
there is an identity of interest applies also to other multifamily housing projects. 
An identity of interest is deemed to exist when, in the judgment of the FHA 
Commissioner, the mortgagor, its officers, directors, or stockholders have an 
interest financial or otherwise in the builder, contractor or any subcontractor. In 
such cases, the customary arms-length relationship of contractor to sponsor does 
not prevail. Consequently, FHA does not rely upon certification of a lump-sum 
contract between the builder and the cooperative, but requires the builder to 
certify his actual costs of construction and permits the builder a builder’s fee in 
an amount which is reasonable in accordance with customary practices in the 
area, 

With respect to the recommendation of the subcommittee for the establishment 
of a cutoff date after which time the certified costs would be incontestable, the 
agency has proposed in its legislation an amendment designed to do just that. 
(3) The time-lag problem (p. 20 of report) 

The subcommittee report refers to difficulties encountered in initiating projects 
arising from the FHA requirement that the cooperative must have achieved 100 
percent membership before the builder can start construction. The report makes 
two recommendations in this respect: (a) It recommends to the FHA Commis- 
sioner that he give consideration to restoring the 90-percent membership rule 
which was in effect prior to 1954; and (0) it recommends to the Banking and 
Currency Committee that careful consideration be given to permitting a builder 
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to start a project under section 207, and to sell it during or after construction to 
a cooperative which would convert the financing to section 213. 

With respeet to a reduction in the required 100-percent membership, the FHA 
is considering amending their administrative regulations to permit some reduc- 
tion in this percentage. The situation which this requrement seeks to avoid, of 
course, is that, if a project is built and is not adequately occupied, the aggregate 
of the monthly charges paid by members of the cooperatives living in the project 
may not be adequate to meet expenses. In such cases, additional assessments on 
these members would be necessary and this may, if it becomes serious, jeopardize 
the investments of the cooperators. Naturally, the builder wishes to move ahead 
faster, but the FHA must also consider the interests of the cooperative members. 

With respect to permitting a project to be started as a section 207 rental housing 
project and then converted to a section 213 cooperative, the FHA has reviewed 
the merits of this proposal which was first considered several years ago. The 
Housing Agency would not object to legislation permitting a builder to construct 
a housing project with mortgage insurance under section 207 and to sell it within 
a limited period of time to a management-type cooperative which would receive 
mortgage insurance under section 213. Under such a procedure, the initial mort- 
gage obtained by the builder would be subject to the economic soundness test of 
section 207 and he would receive the same terms (80 or 90 percent of value) as 
other section 207 mortgagors. Thus, if the project were not successfully sold 
to a cooperative it would be administered under the rental housing procedures 
and standards of FHA, and would have no advantage over other rental housing 
projects financed under the regular FHA rental housing program. However, if 
the project were sold to a cooperative, the more liberal section 213 terms would be 
made available at that time to the cooperative owners. The Housing Agency 
would oppose any legislation which placed the builder in an advantageous position 
as compared with other owners of section 207 projects if he failed to sell the 
project to a cooperative. 


(4) FNMA assistance (pp. 20-22 of report) 

The subcommittee “disagrees completely” with FNMA’s policy of a 2-percent 
discount, a 1-percent commitment fee, and a one-half of 1 percent purchase fee 
for cooperative housing mortgages purchased by it under its special assistance 
operation. The FNMA has testified recently before the Rains Subcommittee that 
such discount is necessary if the FNMA is to supplement, rather than supplant, 
the private mortgage market. It will be noted that private financing has been 
obtained for about nine-tenths of the cooperative housing mortgages insured under 
section 213 prior to the end of 1955, with FNMA accounting for the remaining 
one-tenth of the volume. It is reasonable to expect private financing to become 
available again in volume under more favorable mortgage market conditions 
which are beginning to develop. In the meantime, limited FNMA purchases are 
advocated. 

The subcommittee also took exception to the FNMA’s legal interpretation that 
the $5 million of advance commitments for cooperative mortgage in any one State 
was not to revolve in the same manner as the $50 million total. This involves a 
technical question of legal interpretation. The Housing Agency will call this 
question to the attention of the Congress and ask the Congress to clarify the law. 
(5) Processing fees (p. 22 of report) 

The subcommittee questioned the amount of the FHA processing fees of eight- 
tenths of 1 percent, or $80 on a $10,000 mortgage for a sales type cooperative, in 
comparison with a single-family home under section 208 where the charge is 
$45 but $25 is refunded when the mortgage is insured, leaving a net charge of 
$20. The processing fee for a sales type cooperative is the same as for a 
management type cooperative and is greater than under section 203 because the 
processing starts out as a project which is more costly to process. However, FHA 
is reviewing its costs and giving consideration to a possible revision of its 
administrative regulations in this respect. 

2. Section 207 rental housing program 
(1) Section 207 equity requirement (p. 23 of report) 

The subcommittee was impressed by testimony to the effect that the 20-percent 
equity requirement is not far different from conventional financing where the 
builder’s required equity investment may be “perhaps as low as 30 percent.” 
“The subcommittee recommends that the Banking and Currency Committee 
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consider legislation which would permit the FHA Commissioner to insure a loan 
up to 90 percent instead of the present 80 percent of value.” 

Even a 30-percent equity requirement requires 50 percent more investment 
equity than the FHA section 207 requirement. Furthermore, the equity require 
ment is only one of several variables in financing and cannot be considered bs 
itself. The lower interest rate and much longer maturity obtainable with FHA 
financing than with conventional financing makes for lower annual debt service 
and puts the investor in a better cash earnings position. This is particular} 
advantageous under the 1955 change of FHA regulations permitting an investor to 
withdraw up to 70 percent of his equity investment as rapidly as earnings gen- 
erate the cash for such redemption of investment. We believe, therefore, that the 
80-percent insured mortgage has distinct advantages over conventional financing. 
It is a basic policy matter for Congress to determine, however, whether a mort 
gage equal to 90 percent of value should be permitted under section 207. 

(2) Cost certification cutoff date (p. 24 of report) 

The subcommittee suggests “a cutoff date beyond which cost certification would 
be incontestable.’ The Administration’s housing bill provides for incontesta 
bility of the cost certification, except for fraud or misrepresentation, upon 
approval of the mortgagor's certification by the FHA Commissioner. 

(3) Mortgage amount limitations under section 207 (p. 24 of report) 

The subcommittee compares the present statutory per room and per unit mort- 

gage amount limitations under sections 220 and 207 which are as follows : 


Limitations under 


Limitation 
} Sec. 207 | Sec, 220 
Per room in walkup apartments , : $2, 000 $2, 25 
Per room in elevator apartments ‘ . 2, 400 2, 700 
Per unit in walkup apartments with less than 4 rooms per unit 7, 200 8, 100 
Per unit in elevator apartments with less than 4 rooms per unit 7, 500 | 8, 400 


A more important disparity according to the subcommittee is the lack of 
authority under section 207 to raise the per room limitations by $1,000 as the 
FHA may do under section 220. The subcommittee “sees no reason why the 
same loan maxima permitted for section 220 projects cannot be accorded as well 
to section 207 projects” and it recommends “that the Banking and Currency adopt 
legislation designed to achieve this result.” 

With respect to the differences in the basic mortgage amount limitations under 
section 207 and section 220, they are merely an arithmetic result of applying 
the 8O0-percent and 90-percent ratios. The amounts in section 207 should be 
changed if the 80-percent ratio is changed, but not otherwise. 

There is authority to raise mortgage amounts by $1,000 per room under 
section 220 but not under section 207 because the programs have different pur- 
poses reflected both in the language and in the practical applicability of the 
law. Thus section 207 (b) (2) of the National Housing Act states that “The 
insurance of mortgages under this section is intended to facilitate particularly 
the production of rental accommodations at reasonable rents, of design and size 
suitable for family living’ * * * “in which every effort has been made to 
achieve moderate rental charges.” [Emphasis added.] In contrast, section 220 
(a) states “The purpose of this section is to aid in the elimination of slums and 
hliighted conditions * * * ,” and nowhere in this section is there any congres- 
sional intent that section 220 should be limited to housing at moderate rent. 

Practically, section 207 housing has been built in outlying area garden-type 
projects where relatively moderate land costs permitted moderate rentals for 
units designed for families with children as specified in the law. Section 220 
projects, on the other hand, by the very nature of their purpose are located in 
central city areas and land costs, even after a write down through a Federal-loca! 
subsidy, are so high that in many instances more than moderate rentals are 
necessary in order to make it feasible to redevelop the area. For these reasons 
authority for higher mortgages may be needed under section 220 but not under 
section 207. After all, per room costs of from $3,250 to $3,700 could only result 
in very high rent housing, falling into the luxury class. However, the Housing 
Agency has no objection to permitting some differential in section 207 mortgage 
amounts for high cost areas. 
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ANALYSIS OF ReEporT No. 3, 84TH CONGRESS, OF HOUSING SUBCOMMITTEE OF HOUSE 
COMMITTEE ON BANKING AND CURRENCY 


MILITARY HOUSING 


(1) Bextension of Capehart military housing legislation (pp. 3-5 of Rains sub- 
committee report) 

The subcommittee recommended an extension of the Capehart military housing 
program for at least a 3-year period. The Department of Defense is recommend- 
ing that the legislation be made permanent. The Housing Agency agrees that a 
long period is necessary for carrying out so large a program in an orderly manner. 
At the request of the Department of Defense, the Housing Agency has included 
in the proposed housing amendments of 1956 a provision extending the legisla- 
tion indefinitely. 


(2) Extension of Capehart military housing program to Panama Canal Zone and 
to Guantanamo Bay in Cuba (pp. 6-10 of report) 


The subcommittee recommends extending the program to the Panama Canal 
Zone and to Guantanamo Bay, Cuba, if the Department of Defense can assure 
the Congress that certain technical legal problems can be met. The FHA points 
out that we have no offices in those areas and that our operations there will 
necessarily be less efficient and more expensive, so that it may be more appropri- 
ate for the military services to use appropriated funds. However, if the Con- 
gress wants us to operate in a new area despite the increased expense, the Hous- 
ing Agency would not object to legislation at least so far as the Panama Canal 
Zone is concerned. The Department of Defense has already made a similar 
recommendation with respect to the Panama Canal Zone. The Housing Agency 
has no information concerning possible legal obstacles to operating in Cuba. 


(3) Increase in average mortgage limitation in Capehart military housing pro- 
gram (pp. 11-12 of report) 
The subcommittee recommended that the mortgage limitation under the pro- 
gram be increased from a $13,500 per unit average in any one project to $16,500. 
The Department of Defense has made a substantially similar proposal. 


(4) Waiver of FHA’s Insurance Premium in Capehart Military Housing Pro- 
gram—(p. 13 of report) 

The subcommittee recommended an amendment which would either eliminate 
the FHA insurance premium in the program or at least permit the FHA to 
waive the premium. The present arrangement between the FHA and the 
Department of Defense, under which a one-fourth of 1 percent premium is 
charged, is subject to review by the Secretary of Defense and the Federal 
Housing Commissioner every 3 years. The Housing Agency believes that this 
procedure should be retained since it will allow flexibility until sufficient ex- 
perience is gained in establishing potential loss ratios for the program. 

(5) Housing for lower rank enlisted personnel—(p. 13 of report) 

The subcommittee recommended that consideration be given to providing 
housing for lower rank enlisted personnel who have dependents and who are 
stationed in remote communities. The Housing Agency has no comment on this 
recommendation since it is a matter primarily within the jurisdiction of the 
Department of Defense. 


(6) Basis for determinnig need for additional Capcehart housing units—(pp. 
13-14 of report) 

The subcommittee stated: “It has come to the subcommittee’s attention that 
a number of projects are being reduced from the amount certified to by the 
service secretaries, or completely eliminated by the FHA in a somewhat arbitrary 
fashion. This has tended to force the military departments to accept the num- 
ber of units approved by FHA in order to obtain urgently needed housing without 
prolonged administrative delays. It is the feeling of the subcommittee that 
the fact that this program is essentially and fundamentally a military one de- 
signed to meet a most critical need affecting directly the security of this Nation 
need reemphasis; and that the possible effect of such program on other FHA 
programs shall not be a controlling factor in the determination of the military 
requirements for housing.” 

The Housing Agency believes it should be noted (a) that the FHA has been 
given a responsibility in this matter by the Cengress; (b) that the Housing 
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Agency testified last year recommending to the Congress that it either vest this 
type of responsibility in it or else entirely eleminate the Housing Agency from 
the program; and (c) that the effect on other FHA housing (such as that built 
under the Wherry Act or title IX) ought not to be the one controlling factor in 
programing additional housing, but it ought to be a factor which should be 
considered among others. 

Thus, where the military department needs onpost family housing for the 
use of airplane crews which are on a 24-hour alert, a large number of vacancies 
in other Wherry Act housing or title [IX defense housing 10 miles away should 
not prevent the additional housing from being provided. However, where ordi- 
nary family housing is being proposed, the mere fact that it would be some- 
what better in design or location does not justify disregarding the effect of the 
proposed new housing on the older housing, and on the Federal Government's 
contingent mortgage insurance liability. 

Senator Sparkman, Chairman of the Housing Subcommittee of the Senate 
Committee on Banking and Currency, in a statement set forth on pages 22S87- 
2288 of the February 16 Congressional Record, fully supports the position of the 
Housing Agency. He stated: 

“Thus, we have this paradox: While there are increasing instances of default 
under the old Wherry program, there is an increasing demand for new housing 
units under the new military housing program. 

“TI think it is high time that someone issued a word of warning. 

“T would caution the military that, to the widest extent possible, existing 
projects should be utilized. These projects were undertaken often at the request 
of the military and involved not only the investment by private citizens but 
also the contingent liability of the Government. We cannot afford to discard 
existing housing simply because we might be able to get something new. 

“IT would also caution the military to exercise the greatest care in locating 
new units, and in certifying to the need for them. While the Secretary of Defense 
is no longer required to certify that new units are to be located at permanent 
installations, we are all aware that Congress had no intention of locating new 
housing units at military installations which 12 months from now may be ghost 
towns, 

“T would also caution the FHA that it is not required merely to rubber-stamp 
the demands of the military. It is true the military can override the FHA under 
certain conditions, but that does not relieve the FHA from the responsibility of 
reporting its own estimate of what the need is.” 





ANALYSIS OF HOUSING AMPNDMENTS OF 1956 
(S. 3302 and H. R. 9587, 84th Cong.) 
TittE I—FHA INSURANCE PROGRAMS 
SECTION 101. FHA TITLE I HOME REPAIR AND IMPROVEMENT PROGRAM 


This section would amend title I of the National Housing Act, which authorizes 
the Federal Housing Administration to insure qualified lending institutions 
against loss within prescribed limits on loans made to finance alterations, repairs, 
and improvements in connection with existing structures and the building of new 
nonresidental structures. FHA’s liability is limited to 90 percent of loss on each 
individual loan and to 10 percent of all title I loans made by a lending institution. 
The proposed amendments would— 

(1) Eliminate the expiration date of the program and thus make title I 
a regular permanent authorization :- 

(2) Increase the maximum amounts of the loans which can be insured 
under the program ; and 

(3) Permit the Federal Housing Commissioner to increase the maximum 
term of loans (other than special loans on multifamily structures) which 
ean be insured under the program. 

(1) Removal of termination date of title I program 

Under the existing provisions of title I of the National Housing Act the FHA 
has authority to insure home repair and improvement loans made by lending 
institutions up to September 30, 1956. This section would remove that termina- 
tion date so that the authority to insure loans under title I would be on the 
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same permanent basis as the authority to insure home mortgages under title II 
of the Act. 

Title I has been in operation more than 20 years and during that time has 
demonstrated its basic soundness. Approximately 19 million loans amounting 
to more than $8 billion have been insured, and the program is therefore a vital 
part of the Government's overall housing operations. It it an important element 
in the urban renewal program and an aid to the programs of private organizations 
aimed at preventing slums and blight. 

The limited periodic extensions of title I in the past have caused a great deal 
of uncertainty and confusion among the lenders who participate in the program. 
A considerable amount of organizational and procedural planning by lending in- 
stitutions is essential to their operations under the program. The FHA title 
I regulations require that lenders make extensive investigations of dealers from 
whom they intend to purchase home improvement notes and set up comprehensive 
files supporting their dealer approvals. Lenders also are required to have de- 
partmentalized facilities for investigating credits and making collections. When 
faced with recurring expiration dates of the title I program it is difficult for 
lenders to engage in long-range planning for such operations. On several occa- 
sions the passage of continuing legislation has been delayed until the expiration 
date was actually reached or close at hand and there was considerable confusion 
in the issuing of proper instructions from approved institutions to their partici- 
pating branches and dealers. FHA has also found it extremely difficult to keep 
the 12,000 lenders participating in the program properly advised under such 
circumstances. 

Legislation removing the expiration date and placing title I on the same perma- 
nent basis as the mortgage insurance authorizations in sections 203 and 207 of 
the National Housing Act (the regular FHA sales housing and rental housing 
programs) would assure the lenders of continuity of operations under the title 


I program and eliminate the confusion and expense which attend the expiration 
of the program. 


(2) Increase in the maximum amounts of insured loans 


The maximum amounts of loans which can be insured by the Federal Housing 
Administration under title I would be increased from $2,500 to $3,500 for home 
improvement and nonresidential loans, and from $10,000 to $15,000 for loans for 
the improvement of structures housing 2 or more families. A provision would 
also be added restricting the maximum amount of a loan for the improvement of 
2-or-more-family structures to an average amount of $2,500 per family unit. 
This $2,500 average limit is the present limit for such loans under regulations 
issued by the Federal Housing Administration. As it applies to the overall 
structure rather than to the specific unit, the property owner may borrow, for 
example, $5,000 to improve a 2-family structure and expend $3,000 to improve 
1 unit and $2,000 to improve the other. 

These proposed increases in the maximum amounts of title I loans are needed 
to compensate in part for increases in labor and material costs since the time 
these limits were established (in 1939 for single-family homes). 


(3) Increase in maximum term for home improvement and nonresidential loans 

The Federal Housing Commissioner would be authorized to increase the 
maximum term of title I home improvement and nonresidential loans from 3% 
years (the present limit) up to 5 years, if he determines that such increase is in 
the public interest after considering the general effect of the increase upon bor- 
rowers, the building industry and the general economy. 

This increase in the term of the loans would permit, of course, smaller monthly 
payments by the borrowers. The repayment scheduled on a $2,500 loan for a term 
of 3 years (the present statutory limit) calls for a monthly payment of $79.85. 
It would generally be difficult for the home owner of average income to exceed 
this monthly payment to any great extent. It is proposed, therefore, that with 
the increase in the maximum amount of the loan to $3,500, the maximum term 
should correspondingly be permitted to be increased to as much as 5 years in 
order to keep the monthly payments within the financial capacities of families 
of average income. Under the maximum term which would be permitted by 
the proposed amendment, a homeowner who utilized the full amount of $3,500 
would be able to repay the loan in monthly payments of approximately $72. 

The present maximum maturity of 7 vears for loans to improve structures 
housing two or more families would not be increased even though the maximum 
amount of the loan would be increased from $10,000 to $15,000. No increase 
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is proposed in the maximum term of such loans because most of these properties 
are income producing and should provide sufficient income to liquidate a loan 
of this type within the 7-year maximum period presently provided. 

(4) Importance of title I amendments to homeowners and urban renewal program 

The amendments liberalizing title I and making it a permanent program, would 
result in more widespread lender participation in the program. Many home- 
owners would then be able to obtain loans for home repair and modernization 
which cannot now be financed. Also, in parts of the country where the title 
I program is not now in operation, new participants in the program would en- 
able homeowners in general to obtain such loans at interest charges lower than 
now available. Reports received by FHA from retail distributors of home im- 
provement materials and appliances indicate almost without exception that the 
lenders who make home repair loans which are not under the FHA title I pro- 
gram require higher interest rates than those charged under the title I pro 
gram. In addition, many lending institutions which operate their home-repair 
joan programs without FHA insurance protection will not make such loans be- 
yond a certain limited area. 

Home repair and rehabilitation obviously constitute a major part of the 
urban renewal programs being undertaken by cities throughout the country. 
The more liberal terms proposed for title I should extend the effectiveness of these 
programs. The present $2,500 ceiling is not adequate for the thoroughgoing re 
habilitation of homes contemplated by urban renewal. In addition to the im- 
portance of the improvements financed with the title I loans, the title I aid is 
important in the upgrading of neighborhoods where that is essential to FHA 
mortgage insurance under section 220 or other programs in urban renewal areas. 
Over 50 separate associations, organizations and companies are carrying out and 
planning coordinated programs to promote home rehabilitation and improve- 
ments and thus prevent slums and blight. The amendments to the title I 
program would make it more useful in all these efforts. 


SECTION 102, HAZARD INSURANCE ON FHA ACQUIRED PROPERTIES 


Section 102 would add a new section 10 to the National Housing Act which 
would authorize the Federal Housing Commissioner to establish a fire and a 
hazard loss fund for self-insurance purposes. The fund would be available to 
provide such fire and hazard risk coverage as the Commissioner determines to be 
appropriate with respect to real property acquired under foreclosures or other- 
wise and held by him under any of the FHA insurance programs. For the pur- 
pose of operating the fund the Commissioner would be authorized to transfer 
moneys from any one or more of the several FHA insurance funds. In addition, 
he could require payment of premiums or ch:rges from any of such existing funds. 
The Commissioner would also be authorized to purchase additional insurance pro- 
tection if he determined it necessary, and to provide for reinsurance of any risk 
assumed by the fire and hazard loss fund. ‘ihis provision grows out of an in- 
formal suggestion of the General Accounting Office that the FHA should examine 
the possibilities of economy in developing a method of intra-Agency pooling of 
risks in lieu of commercial insurance against fire and hazard risks. 

Ait the present time the FHA holds properties valued at more than $90 million. 
While the inventory of Commissioner-held properties is constantly changing hy 
virtue of current acquisitions and sales, the value of such properties for the 
past 3 years has ranged upward from $60 million. From late in 1937 until Sep- 
tember 30, 1955, FHA expended an aggregate of nearly $1.7 million in hazard 
premiums covering FHA-held properties. During the same period, claims ag- 
gregating $161,574 were paid under these insurance arrangements, or 9.5 percent 
of the amount of premium paid. During the 5 years and 10 months ending Sep- 
tember 30, 1955, FHA hazard premium payments totaled $1,442,000 and losses paid 
aggregated $111,000—a loss ratio of under 8 percent. 

While recognizing that the foregoing loss experience has heen unusually 
favorable and that greater losses in FHA property ownership must be antici- 
pated for the future, the creation of a system of self-insurance which would 
permit the spreading of hazard loss expenses among FHA-owned properties, 
without depending entirely on commercial hazard insurance arrangements, 
would accomplish a substantial economy. 


Housing for the elderly—FHA mortgage insurance 


To assist private enterprise in the provision and rehabilitation of housing for 
the elderly, the National Housing Act would be amended to grant more favor- 
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able FHA mortgage insurance terms for both sales housing and rental housing 
for elderly persons. 


SECTION 103. FHA SALES HOUSING FOR THE ELDERLY 


Section 203 of the National Housing Act, which authorizes the regular FHA 
sales housing mortgage insurance program, would be amended to provide that 
in cases where the mortgagor is a person 60 years of age or older, a third party 
(a person or a corporation) satisfactory to the Federal Housing Commissioner 
may provide the downpayment required under that section. Combined with 
existing authority, a third party could then make the downpayment and become 
a cosigner of the mortgage note for an elderly person lacking adequate credit. 
This would be particularly helpful where the elderly mortgagor does not have 
reasonable prospects of an assured income over the term of the mortgage. 


SECTION 104. FHA RENTAL HOUSING FOR THE ELDERLY 


Section 207 of the National Housing Act, which covers the regular FHA 
rental housing mortgage insurance program, would be amended by adding two 
special provisions to help finance the construction or rehabilitation of rental 
housing for the elderly. 

(1) An amendment would be added to provide liberal mortgage insurance for 
multifamily housing where at least 25 percent of the units in the project are 
expressly designed for the use of the elderly and a priority of occupancy for 
these units is given to the elderly throughout the life of the mortgage insurance 
contract. The maximum amount of the mortgage in these cases would be 
90 percent (instead of the regular 80 percent) of value where the mortgage does 
not exceed $7,200 per family unit. Similar special mortgage terms are now 
available where the project meets these maximum amounts and, in addition, 
the units in the project average at least 2 bedrooms. Under the amendment, 
these special terms would be available for units built for elderly persons re- 
gardless of the average number of bedrooms. 

This amendment is designed to enable private sponsors seeking to serve the 
low-rental market to obtain favorable financing terms on projects intended to 
integrate special housing for elderly tenants into regular housing for families 
of comparable incomes. Differentiation of design for the needs of the elderly 
would be provided, but would be held to a practicable minimum, consistent 
with costs, obtainable rentals, and the requirements of the elderly. 

(2) A second amendment would be added to provide more liberal mortgage 
insurance for multifamily housing to be designed and held entirely for elderly 
persons by nonprofit organizations approved by the FHA as to financial re- 
sponsibility. The maximum amount of the mortgage in these cases would be 
$8,100 per dwelling unit and the mortgage could be 90 percent of replacement 
cost instead of 90 percent of value. It is to be noted that $8,100 is 90 percent 
of a $9,000 cost per unit, which may be compared with the maximum mortgage 
of $7,200 (80 percent of $9,000 value per unit) permitted for projects averaging 
less than 4 rooms per unit in other section 207 projects. 

This amendment would establish a new operation under section 207 which 
would provide more favorable financing terms for structures specifically de- 
signed for the elderly. The use of replacement cost in determining maximum 
mortgage amount is recommended in order to allow for the full cost of pro- 
viding special features in housing for the elderly, such as small living units, 
central dining facilities and reading rooms, specially designed bathrooms, door- 
ways, nonskid floors, lighting, etc. By providing that insured mortgages on 
such projects would be limited to financially responsible nonprofit sponsor or- 
ganizations, FHA would look to the sponsor’s total resources for payment of 
the mortgage and its ability to operate the property and not primarily to the 
income generated by the property nor the tenants occupying it. This would 
allow financially able associations and institutions to build housing for the 
elderly which they might provide to the individual without having that indi- 
vidual’s income necessarily cover the full operating and amortization cost of 
the living unit. Thus a sponsoring organization could aid its elderly members 
without the operation being a subsidized project on the part of the Federal 
Government. Over the country a number of such organizations have under- 
taken projects of a similar nature but of limited scope due to difficulty in fi- 
nancing. This includes such organizations as fraternal groups, churches, labor 
unions, and retired teachers’ associations. Projects under this section could 
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be in the form of elevator-type structures, row houses, and even separate 
dwellings if they are grouped in a contiguous project. The rehabilitation pro- 
visions of section 207 would provide for the remodeling of existing structures 
such as older apartment and hotel buildings. 

This new FHA housing program for the elderly is not designed to foster 
communities for the elderly but rather to provide housing adapted for them 
within the communities where they would normally reside. 

The potential market for housing on the part of elderly people has expanded 
tremendously in the last few decades and is headed for even greater expansion 
in the years ahead. There are approximately 13 million people age 65 and older 
in the population, and estimates are that the number will increase to over 26 mil- 
lion in the next 40 years, assuming no increase in average longevity. This, 
therefore, is a very conservative estimate of the expansion of this segment of 
the population. Single persons, rather than couples, make up a majority of 
those in the age group 65 years and older, and women considerably outnumber 
men. Just over 60 percent of urban families in which the head is 65 or more 
own their own homes, and four-fifths of these are without mortgage debt. 
The problem, therefore, of providing older people with privately owned homes 
is of much less importance, it would seem, than providing housing of the multi- 
family type with small units and special features adapted particularly to the 
needs of the older person. 


SECTION 105. GENERAL MORTGAGE INSURANCE AUTHORIZATION 


The general mortgage insurance authorization for FHA would be increased 
by this section to make available $3 billion of the authorization for the next fiscal 
year. The balance of the present authorization (estimated to be about $2 billion 
at the end of this fiscal year) would be included in that amount. The FHA 
general mortgage insurance authorization (contained in section 217 of the Na- 
tional Housing Act) covers all of the FHA mortgage insurance programs except 
the new military housing program under title VIII. 

Budget estimates for 1957, excluding the effect of amendments contained in 
this bill, project a net usage of slightly over $2.7 billion. This results from esti- 
mated net increases in outstanding insurance in force and commitments to in- 
sure aggregating $3.1 billion—the most important increases occurring under sec- 
tion 203 ($2.2 billion) and sections 220 and 221 ($0.5 billion)—as partially offset 
by $0.4 billion in decreases in outstanding insurance under title VI and other 
miscellaneous programs which are not open for new business. The remaining 
margin within the proposed $3 billion authorization is estimated to be sufficient 
to care for increases in business attributable to the proposed amendments until 
more exact data can be presented to the Congress at its next session. 

This section would also make it clear that the special insurance authorization 
for the new military housing mortgage insurance program authorized in 1955 
(title VIII) of the National Housing Act, as amended, was not intended to in- 
clude mortgages insured pursuant to the provisions of that title in effect prior 
to the enactment of the Housing amendments of 1955. This would conform to the 
intent expressed in the legislative history of those amendments in which it was 
made clear that the new title VIII authorization of $1,363,500,000 was intended 
to cover about 100,000 new units with mortgages averaging up to $13,500 per unit 
exclusive of the nonresidential facilities. 


SECTION 106. LIBERALIZATION OF SECTION 221 LOW-COST HOUSING 
FAMILIES 


FOR DISPLACED 


displaced families more workable by increasing the maximum amount and maxi- 
mum maturity of mortgages (for both single-family homes, and for multifamily 
structures of nonprofit corporations) eligible for FHA insurance under section 
291 of the National Housing Act, as follows: 

(1) The maximum dollar amount is now $7,600 per dwelling, except that the 
Federal Housing Commission may increase this amount up to $8,600 in any geo- 
graphical area where he finds that cost levels so require. This section of the 
bill would increase these maximum amounts to $8,000 and $10,000, respectively. 

(2) The maximum ratio of loan to value is now 95 percent and, in the case of 
single family homes, 5 percent of estimated cost must be paid (in cash or its 
equivalent) by the mortgagor at the time of insurance. In place of that pro- 
vision, this section of the bill would permit the mortgage to equal the value of 


This section would make the FHA section 221 program for the housing of 
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the property except that the mortgagor would be required, in the case of a single- 
family home, to make an initial payment of $200 in cash or its equivalent, which 
amount could include amounts to cover settlement costs and initial payments for 
taxes, hazard insurance, mortgage insurance premium, and other prepaid 
expenses. 

(3) The maximum maturity of the mortgage would be increased from 30 years 
to 40 years. 

Section 221 provides a special mortgage insurance program to assist in the 
provision of low-cost housing for families displaced by urban renewal and other 
governmental action in communities which have workable programs for meeting 
their overall problems of slum and blight. This housing, which can be located 
in any approved areas of the community, must be programed by the Housing 
Administrator to meet the needs of these families. The section is thus designed 
to help overcome one of the major obstacles to urban renewal, the relocation of 
displaced families in adequate housing. This problem is greatest with respect 
to families of low or moderate income, for which section 221 housing is intended. 

There are almost no mortgage insurance advantages for construction under 
the existing provisions of section 221, as compared to other sections of the Na- 
tional Housing Act. Consequently, there has been little interest in construction 
or rehabilitation under that section. 

In addition, the existing dollar maximums for section 221 mortgages are 
unrealistic for some high-cost areas and would in themselves prevent new 
construction under the section in those areas. 

There is a large, as well as urgent, need for low-priced, sales-type housing 
for families displaced from urban-redevelopment and urban-renewal areas, espe- 
cially families of minority groups. Many could afford a $200 downpayment 
including closing costs. It is proposed that section 221 housing be made avail- 
able to others on a lease-option basis, which would permit the dwelling to be 
rented for a prescribed period of time. This is presently authorized. 

Mortgage-insurance provisions in section 221 for multifamily structures pro- 
vided by private nonprofit corporations are presently unworkable because of the 
95-percent maximum loan-to-value ratio. It has the effect of requiring a 5-percent 
investment by the nonprofit corporation which could not normally receive a 
return on even the 5 percent invested. The 30-years’ maximum maturity in 
the present law is, of course, even more restrictive than on other rental housing. 


SECTION 107. APPROVAL OF COST CERTIFICATIONS 


This section would make final and incontestable the cost certification of a 
mortgagor with respect to a multifamily housing project after the Federal 
Housing Commissioner has approved the certification, except, of course, where 
there is fraud or misrepresentation on the part of the mortgagor. It would 
also be made clear that allocations of general overhead items can be included 
as part of the actual cost of the project. 

Under section 227 of the National Housing Act, before a mortgage can be 
insured by FHA to finance a multifamily housing project (except military housing 
under the new title VIII program) the mortgagor must agree to certify either 
that the approved percentage (as defined by law) of the cost of the project 
equaled or exceeded the amount of the mortgage, or to pay the mortgagee for 
application to the mortgage the amount of the mortgage which exceeds the 
approved percentage. Experience has indicated that prospective sponsors of 
multifamily housing fear that their cost certifications may be reexamined and 
questioned from time to time over an indefinite period of years. The amendment 
ef section 227 would remove this uncertainty. Once the cost certification is 
approved by the Federal Housing Commissioner, it would be considered final 
and incontestable except where there has been fraud or misrepresentation on 
the part of the mortgagor. 

The definition of “actual costs” as set forth in section 227 would also be 
amended to make it clear that such allocations of general overhead items as 
are approved by the Federal Housing Commissioner could be included in the cost 
of a project for cost certification purposes. 


SECTION 108. EXTENSION OF MILITARY HOUSING 


This section would eliminate the expiration date (September 30, 1956) of the 
HA military housing mortgage-insurance program under title VIII of the 
National Housing Act and make the program permanent. 











ere oes 

















HOUSING ACT OF 1956 39 


TirLe Il—Skeconpary Morreace MArKeE' 
SECTION 201. MAXIMUM AMOUNT OF A MORTGAGE ELIGIBLE FOR PURCHASI 


This section (1) would remove mortgages covering property located in Alaska. 
Guam, or Hawaii from the present maximum mortgage amount limitation of 
$15,000 (as to each family residence or dwelling unit covered by the mortgage) 
on mortgages eligible for purchase by the Federal National Mortgage Association, 
and (2) would, with respect to mortgages on property located elsewhere, have 
the effect of removing the present maximum mortgage amount limitation with 
respect to mortgages purchased under FNMA’s regular secondary market 
operations, but not from mortgages purchased under FNMA’s special-assistance 
program. 

(1) Mortgages covering property in Alaska, Guam, and Harcaii 

This section would provide that eligible mortgages covering property located 
in Alaska, Guam, or Hawaii could be offered for FNMA purchase without regard 
to the present $15,000 maximum amount limitation. Because of higher building 
costs in Alaska, Guam, and Hawaii, the present restriction prevents the financing 
of needed housing in those Territories. The Federal Housing Commissioner has 
authority to insure mortgages covering property in those Territories in higher 
amounts (up to 50 percent higher) than mortgages covering property in the 
United States. Until 1954, when the former overall $10,000 maximum amount 
limitation was increased to $15,000, mortgages covering property in Alaska, 
Guam, or Hawaii could be offered for FNMA purchase without regard to a 
maximum amount limitation. This amendment would restore that situation. 

Although special-assistance programs were established by FNMA for the 
purchase of Guam mortgages (November 1954) and Alaska mortgages (July 
1955), pursuant to authorizations of the President, the $15,000 maximum amount 
limitation has made these programs of little or no practical value. 

The requirement in Alaska for FNMA to be permitted to purchase mortgages 
exceeding $15,000 are particularly acute. Needed housing in the Territory 
could be financed by FHA-insured mortgages except for the fact that there is 
not sufficient capital in the banks and other credit facilities of the Territory 
to carry more than a very limited number of FHA-insured mortgages. Efforts 
to obtain capital from outside sources have been unsuccessful. Unless an outlet 
for the Alaska mortgages is provided through FNMA, there will be only a limited 
ameunt of credit available in Alaska to finance the purchase or construction 
of housing. 


(2) Mortgages in secondary market operations 


This section would also confine the applicability of the $15,000 maximum 
amount limitation to mortgages offered for FNMA purchase under the special 
assistance functions, all of which mortgages are purchased with funds borrowed 
from the United States Treasury. That is, the maximum amount limitation 
would not apply to mortgages offered for FNMA purchase under the reguiar 
secondary market operations—such mortgages are purchased with funds obtained 
principally from private sources (FNMA issues nonguaranteed debentures). 

Under the special assistance functions of FNMA, for which the $15,000 maxi- 
mum amount limitation would be retained, FNMA purchases such types, classes, 
or categories of home mortgages as the President or the Congress determines 
should be eligible for such assistance, using funds borrowed from the Treasury. 
Examples are mortgages covering housing for victims of major disasters, urban 
renewal housing, military and defense housing, cooperative housing, and armed 
services housing. 

As stated in the FNMA Charter Act, enacted in 1954, a principal purpose of 
the secondary market operations is to provide “a degree of liquidity for mort- 
gage investments.” To carry out this purpose effectively, mortgagees should be 
able to offer for FNMA purchase, under its secondary market operations, any 
eligible mortgages that are FHA insured or VA guaranteed. The maximum 
amount limitations should be only those established by the insuring and guar- 
anteeing agencies of the Government. The secondary market operations of 
FNMA are to be distinguished from the FNMA special assistance functions. 
The latter are conducted with Government funds, whereas the primary sources 
of funds used in the secondary market operations are corporate debentures sold 
to private investors. The secondary market operations are otherwise directed 
toward complete private financing, and toward ultimate private ownership 
through capital stock subscriptions. 
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The removal of the $15,000 ceiling for the secondary market operations would 
serve to encourage transactions involving housing in higher cost areas, particu- 
larly with respect to dwellings with three or more bedrooms for larger families. 
The amendment should serve to upgrade the portfolio of the FNMA secondary 
market operations, and should serve to promote sales of FNMA’s mortgages. 
The resulting improvement in the rate at which the portfolio can revolve would 
accelerate the transition of FNMA from Government operations to private 
operation. 


SECTION 202. CAPITAL CONTRIBUTION TO FNMA BY MORTGAGE SELLERS 


This section would make somewhat more flexible FNMA’s authority to pre- 
scribe the amount of the capital contributions to FNMA required from mort- 
gage sellers in FNMA’s secondary market operations. Under present law, mort- 
gage sellers must subscribe to FNMA common stock equal to 3 percent of the 
unpaid amount of the mortgages, or such greater percentages as may from time 
to time be determined by FNMA. 

Under the amendment, FNMA would have authority to adjust downward as 
well as upward the percentage of capital subscriptions required, although the 
contribution could never be less than a prescribed minimum. Specifically, the 
amendment would provide that sellers of mortgages to FNMA under its second- 
ary market operations would be required to make capital contributions to FNMA 
equal to 2 percent of the unpaid principal amount of mortgages purchased or to 
be purchased by the Association, or such other greater or lesser percentage, but 
not less than 1 percent, as may from time to time be determined by the Associa- 
tion, taking into consideration conditions in the mortgage market and the 
general economy. 

It is the Association’s purpose, under its secondary market operations, to pro- 
vide reasonable and effective financial assistance to the distribution of invest- 
ment capital available for home mortgage financing under varying economic 
conditions. The amendment, while giving a prospective seller of mortgages some 
indication of the percentage of capital subscriptions which may be required of 
him, would provide the Association with authority to prescribe other rates which 
could be higher or lower than 2 percent. A reduction in the required percentage 
of common stock subscription need not result in a lower total amount of such 
subscriptions, nor a consequent delay in the retirement of the preferred stock 
held by the Treasury. A reduction in the required percentage could result in an 
increase in the secondary market operations of the Association of sufficient pro- 
portion to increase the total stock subscriptions. 


SECTION 203. ESTABLISHMENT OF MORTGAGE PURCHASE PRICES 


This section would restate the method for establishing the purchase prices of 
mortgages to be purchased by FNMA in its secondary market operations. Under 
present law, the FNMA is required to establish such purchase prices “at the 
market price” for the particular class of mortgages involved. Experience gained 
by FNMA since this provision became effective, November 1, 1954, has indicated 
that the pricing factors affecting individual mortgages are so diverse that it is 
not practicable to comply literally with the requirement that prices be estab- 
lished “at the market price.’ It is practicable, however, to ascertain ranges of 
market prices from time to time. 

Accordingly, this section of the bill would prescribe the criterion that the 
prices to be paid by the association for mortgages purchased under the secondary 
market operations should be established, from time to time, “within the range 
of market prices” for the particular class of mortgages involved, as determined 
by the association. 

SECTION 204. TECHNICAL AMENDMENT 


This section would correct a printer’s error in the present law. 


SECTION 205. REPEAI. OF OBSOLETE PROVISION 


This section would repeal an obsolete and presently confusing provision in the 
FNMA Charter Act, passed in 1954, for the initial proration of FNMA’s author- 
ization (to purchase and make commitments to purchase mortgages) between 
the special assistance functions of FNMA and its management and liquidating 


functions. This proration serves no useful purpose, and is now expressly mis- 
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leading in view of subsequent increases in the special assistance authorization 
by the Housing amendments of 1955. 


TitLe IT1—UrBAN RENEWAL 
SECTION $01. URBAN RENEWAI. PLAN 


Title I of the Housing Act of 1949, as amended, would be amended by this 
section to remove an unnecessary requirement under which an identifiable “urban 
redevelopment plan” must be part of an urban renewal plan if redevelopment of 
part of the urban renewal area is planned. Title I provides Federal aid to local 
public agencies for carrying out urban renewal plans. An urban renewal plan 
may provide for part of an urban renewal area to be improved by rehabilitation 
and conservation and part of the area to be improved by clearance and redevelop- 
ment. The requirement that the plan for redevelopment of part of the urban 
renewal area be identifiable increases paper work, serves no purpose, and would 
therefore be removed by this section. 


SECTION 302. URBAN RENEWAL PROJECT 


This section would amend the definition of “urban renewal project” in section 
110 (c) of the Housing Act of 1949, as amended, in two’ respects. First, the 
definition would be simplified to consolidate the provisions relating to slum 
clearance and redevolpment with those relating to rehabilitation and conserva- 
tion, thereby avoiding overlapping and duplication in the definition. This is not 
a substantive change. 

A second change which the amendment would accomplish relates to the present 
requirement of the law that an urban redevelopment area being assisted under 
title IT must (with certain exceptions) either be predominantly residential to 
begin with or else be redeveloped for predominantly residential uses. This 
requirement does not presently apply to the entire urban renewal area, but only 
to areas which are to be cleared and redeveloped. Under the amendment, this 
requirement would be applicable to the urban renewal area as a whole, includ- 
ing the portions which are to be rehabilitated. Under the amendment, also, a 
rehabilitation or conservation project involving no land acquisition or slum 
clearance at all would nevertheless be subject to the “predominantly residential” 
requirement. The amendment is desirable to make this requirement consistent 
with other requirements in title I which apply to urban renewal area as a whole. 


SECTION 8038. ELIGIBILITY AS LOCAL GRANTS-IN-AID OF FACILITIES FINANCED WITH 
SPECIAL ASSESSMENTS 


Title I of the Housing Act of 1949 permits a locality to count as part of its 
local contributions to an urban renewal project the cost of certain public im- 
provements which are necessary for carrying out the urban renewal objectives. 
However, the cost of public facilities financed with special assessments against 
land in the project area may not be counted as part of the local grant-in-aid. 
The reason for this exclusion is that the levying of a special assessment against 
land acquired in the project area will tend to lower the resale value of that 
land. The cost of the public facility is thereby, in effect, transferred to the 
title I project so that a double allowance would be made if the cost were also 
credited as a local grant-in-aid. However, this objection applies only to special 
assessments levied against land acquired as part of the project area and later 
resold for redevelopment. The objection does not apply to land within an 
urban renewal area which is not acquired, but is merely scheduled for rehabili- 
tation and conservation activities. Accordingly, this section would amend the 
law to provide for deducting from the cost of the facilities, for the purpose 
of computing the amount of the local grant-in-aid, an amount equal to the 
special assessments against land in the project area which is acquired by the 
local public agency as part of the project. No such deduction would be made 
under the amendment with respect to the remaining cost of the public facility. 
Thus, this section is merely a perfecting amendment to an existing provision 
of law. 


SECTION 304. LOSS OF CERTAIN TAX REVENUES AS URBAN RENEWAL PROJECT COST 


In many communities, as permitted by State law, payments in lieu of taxes 
and sometimes tax payments are made (by operation of law or by voluntary 











42 HOUSING ACT OF 1956 


arrangements) on account of land which is acquired as part of an urban renewal 
project. The payments are made for the temporary period when the land is 
in public ownership. Such payments are approvable as project costs if they 
do not exceed taxes which would normally be payable by a private owner with 
respect to the same land. This section would provide for equitable treatment 
as between communities which receive such payments and those which do not. 
This would be accomplished by permitting communities which do not receive 
such payments to include in gross project cost an amount equal to the ad valorem 
taxes which would have been levied upon such property if it had been subject 
to ad valorem taxes. In all cases, in calculating the amount allowable, the 
amount would be prorated for the period during which the property is owned 
by the local public agency as part of the project. The inclusion of any such 
payments in gross project costs would be subject to the approval of the Housing 
Administrator and such limitations as he may impose. 


SECTION 305. URBAN RENEWAL IN MAJOR DISASTER AREAS 


This section would assist in the rehabilitation and rebuilding of disaster areas, 
such as those effected by recent major floods and hurricanes, by providing au- 
thority to permit the extension of urban renewal assistance free of certain 
requirements and limitations which are applicable in normal situations. 

Subsection (a) would add a new section 111 to title I of the Housing Act of 
1949. Section 111 would proyide that where the local governing body certifies, 
and the Housing Administrator finds, that an urban renewal area is in need of 
redevelopment or rehabilitation as a result of a flood, fire, hurricane, earthquake, 
storm, or other catastrophe which the President has declared under existing 
law to be a major disaster, the Housing Administrator is authorized to extend 
urban renewal assistance without regard to a number of requirements contained 
in title I. These would include the workable program requirement (except that 
a workable program would be required by some future date determined by the 
Housing Administrator) ; the requirement that the urban renewal plan con- 
form to a general plan of the locality: the public hearing requirement; and 
certain requirements with respect to the predominantly residential character 
or blighted character of urban renewal areas. Also, since the displacement of 
families will already, in many instances, have occurred as a result of the major 
disaster, the relocation requirements would be modified to provide only that 
the local public agency has presented a plan for the encouragement, to the maxi- 
mum extent feasible, of dwellings suitable for the needs of families displaced 
either by the disaster or by redevelopment or rehabilitation activities. In the 
preparation of the urban renewal plan with respect to a project aided under 
these new provisions, the local public agency would be required to give due 
regard to the removal or relocation of dwellings from the site of recurring floods 
or other receiving catastrophes in the project area. 

Subsections (b) and (c) would amend sections 220 and 221 of the National 
Housing Act in order to permit FHA mortgage insurance aids to urban renewal 
housing to be provided in connection with the proposed new section 111, explained 
above, without regard to the workable program requirement. 

Subsection (d@) would amend section 701 of the Housing Act of 1954 to permit 
Federal planning grants for a community affected by a major disaster without 
regard to the fact that the community’s population is 25,000 or greater. 


SECTION 306. URBAN PLANNING AUTHORIZATION 


This section would increase the planning grant authorization under section 701 
of the Housing Act of 1954 from $5 million to $10 million. Section 701 authorizes 
grants, not to exceed 50 percent of the estimated cost of the work, (1) to State 
planning agencies to aid them in providing planning assistance to small munici- 
palities (under 25,000 population) lacking adequate planning resources and (2) 
to official State, metropolitan, and regional planning agencies for urban planning 
work in metropolitan and regional areas. This program was delayed by the 
inadequacy of many State laws, but there was considerable legislative activity 
on this matter in States throughout the country during 1955 and applications in 
preparation indicate that operations will increase rapidly. The proposed $5 
million increase in authorization is not predicated upon the enactment of sub- 
section 305 (d) of the bill, explained above. However, the enactment of that sub- 
section will, of course, lead to an increased use of the authorization. 
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TirLE [V—Pvs.iic Housine 
SECTION 401. LOW-RENT PUBLIC HOUSING——2-YEAR PROGRAM 


Subsection (a) would amend the United States Housing Act of 1937, as 
amended, so as to authorize new loan and annual contributions contracts for not 
more than 35.000 additional public housing units after July 31, 1956, and an 
additional 35,000 on and after July 1, 1957. Each 35,000 increment would be 
available for contracting until 2 years after it first becomes available. New 
contracts for preliminary loans would be authorized only to the extent consistent 
with the number of dwelling units for which contracts for annual contributions 
may be entered into. 

There is no evidence that private enterprise is yet able to provide the housing 
needed for families in the lower income groups who are displaced by the elimina- 
tion of substandard housing. In order to permit the urban renewal program to 
go forward and to facilitate many other programs of local governments, such as 
eode enforcement, street widenings, and other public improvements, a minimum 
of 35,000 additional low-rent units a year will be needed. A program for 2 years 
is necessary in order that both the Federal Government and the local authorities 
may carry out their development activities efficiently and economically on a 
stable and well-planned basis. 

The second proviso of subsection (a), together with section 402, discussed 
below, would restore the requirement that the locality have a “workable pro- 
gram” for the prevention and elimination of slums and blight, as a condition to 
a new contract for additional public housing units. 

Subsection (0) would repeal the proviso in the 1953 appropriation act which 
prohibits the PHA from committing itself to authorize the conimencement of con- 
struction of more than 35,000 dwelling units in any 1 fiscal year. This proviso 
creates a needlessly troublesome restriction. The size of the program under this 
provision would be controlled through the authorization for entering into con- 
tracts, and the rate of construction would then take its normal course, subject to 
reasonable and necessary administrative controls which the PHA already has ly 
virtue of its power under section 15 (5) of the United States Housing Act to 
authorize the award of the main construction contract. A 35,000-unit-per-year 
rate of contracting may result in more units being ready to go under construction 
in a given year, and any delay in authorizing construction when a project is 
ready would simply mean additional costs to the Federal Government for admin- 
istrative expenses, interest on loans, and other running expenses which continue 
while construction is held up. Furthermore, the proviso in the appropriation act 
serves no substantive purpose so far as the size of the program is concerned since 
permanent legislation contained in section 10 (i) of the United States Housing 
Act expressly prohibits new contracts in excess of the number provided for in 
that section, unless authorized by the Congress. This existing prohibition would 
be continued by the third proviso of section 10 (i), as set forth in subsection (@) 
of this section of the bill. 


SECTION 402. WORKABLE PROGRAM 


Section 402, with the amendment in section 401, would restore the requirement 
that the locality must have a workable program for the prevention and elimina- 
tion of slums and blight before a contract can be entered into for Federal aid to 
low-rent public housing. That requirement was dropped by the Housing Amena- 
ments-of 1955 in connection with the repeal of other provisions of law. Low- 
rent housing aids and urban renewal aids should be made available by the Fed- 
eral Government only to communities which have adopted workable programs 
for dealing with the problem of slums and urban blight in their own midst. The 
restoration of the workable program requirement would be in accord with the 
recommendations made in 1953 by the President’s Advisory Committee on Gov- 
ernment Housing Policies and Programs. The urban renewal program and the 
related FHA mortgage insurance operations (secs. 220 and 221) are now subject 
to this workable program requirement. 


SECTION 403. LIMITATION ON EXPENDITURE IN ANY ONE STATE 


Section 403 would change from 10 to 15 percent the maximum portion of 


annual contributions and grant funds for public housing which may be expended 
within any 1 State. 
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SECTION 404. HOUSING FOR THE ELDERLY 





Section 404 contains special provisions designed to assist in meeting the hous- 
ing problems of elderly persons of low income, both families and single persons. 
Subsection (a@) would amend the definition of “families of low income” in the 
United States Housing Act of 1937 in such a manner as to make single persons 
65 years of age or over eligible for low-rent housing units suitable for such per- 
sons or especially designed for them. 

Subsection (b) would permit local housing authorities to extend a prior prefer- 
ence, as among low-income families which are eligible applicants for occupancy 
of dwellings of given sizes and at specified rents, to elderly families (including 
families consisting of a single person 65 years of age or over) for any low-rent 
housing designed specially for, or suitable to the needs of, such elderly families. 
As among applicants eligible for this preference, those displaced by slum clear- 
ance or other governmental action would be given a first preference. The grant- 
ing of the preference on the basis of age is ieft to local determination in the light 
of local conditions. However, the preference would be given only with respect 
to units suitable for the occupants. Since the number of such units, consisting 
of efficiency (zero bedroom) or one-bedroom apartments, is limited, the number 
of elderly families or persons admitted would be correspondingly limited. The 
preference proposed could not result in decreasing the supply of units now avail- 
able for families with children. 

Subsection (¢) would increase the normal construction cost limitation per 
room on accommodations designed specifically for elderly families to $2,250. 
This amount is $500 above the normal limitation for the ordinary type of accom- 
modation and $250 below the normal limitation for housing in Alaska. This 
increase in the per room cost limitation is needed in view of the smaller number 
of rooms per dwelling unit which will nevertheless require bathroom and kitchen 
facilities, and because of the special design features. 


SECTION 405. FARM-LABOR CAMPS 


This section would add new provisions to section 12 (f) of the United States 
Housing Act of 1937, as amended, to direct the Public Housing Administration to 
transfer farm-labor camps without monetary consideration to any public hous- 
ing agency whose area of operation includes such a project. A request for a 
transfer under this provision would have to be made by the local authorities 
within 12 months after enactment of the provision. Moreover the local agency 
would have to submit a finding and certification (which would be conclusive on 
the PHA) as to the low-rent need for the project and the preferences to be given 
in occupancy. Such preference would be given first to low-income agricultural 
workers and their families and, second, to other low-income persons and families. 
Authority is also provided for reserving to the United States any mineral rights 
in the property. Any farm labor camps not disposed of or under a contract for 
disposal pursuant to subsection 12 (f) of the United States Housing Act would 
have to be disposed of by the PHA pursuant to the present provisions of that act 
governing the disposal of real property. 

Under this amended responsibility for use of the projects for low-rent pur- 
poses and for the administration of the occupancy preferences will rest with 
the local authority and be subject to the provisions of State law. 


SECTION 406. TRANSFER OF HOUSING TO DEPARTMENT OF DEFENSE 


Subsection (a) would transfer 41 temporary defense housing projects con- 
structed or acquired under the provisions of title III of the Defense Housing 
and Community Facilities and Services Act of 1951, as amended, and 4 Lanham 
Act war housing projects from the Housing Agency to the Department of De- 
fense effective July 1, 1956. After the transfer of the properties, the provisions 
of those acts would no longer apply, and the law applicable to similar proper- 
ties of the Department of Defense would then apply. 

The defense housing projects to be transferred now comprise 6,991 units, but 
it is expected that this number will be decreased by about 98 units before the 
effective date of the transfer by the removal of this number of dwellings from 
Project NC-4D1, Elizabeth City, N. C. The Lanham Act war housing projects 
consist of the 2 Moreno Court projects (FLA-—-SO082 and 8084, Pensacola, Fla.) 
comprising 198 units and 2 Passyunk Homes projects (PA-36011 and 36012 in 
Philadelphia, Pa.) comprising 994 units. 
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All the defense housing units are located on or near military posts or reser- 
vations and all of the projects listed have been designated by the Department of 
Defense as necessary to house military personnel. 

As to the Lanham Act projects, section 606 of that act now authorizes the 
transfer of these specific projects, among others, to local housing authorities for 
use in providing housing for families of low income and imposes certain condi- 
tions with respect to the transfers. Under this authorization the Public Hous- 
ing Administration has entered into contracts with the respective local housing 
authorities providing for their management of the projects. The contracts 
also contemplated the eventual transfer of the projects to the local authorities 
for low-rent use if military needs permitted. 

After the beginning of the Korean War, transfer of these projects, among 
others, was suspended at the request of the Department of Defense so that they 
could be made available for housing military personnel. In the case of the 
Moreno Courts projects, the Department of Defense has expressed a desire for 
their transfer and the local housing authority has interposed no objection. In 
the case of the Passyunk Homes projects, the Department of the Navy states 
that there is a very urgent continuing need for the projects to provide housing 
at reasonable rentals for enlisted personnel. The local housing authority has 
asked that the project be transferred to it as originally contemplated when 
the outstanding contract was entered into. The local authority cites a present 
need to provide housing for families of low income. This need can be met 
through new construction, although the costs would be much higher and would 
he met through annual contribution payments by the Federal Government. 
The local authority also contends that the Congress intended that these specific 
projects be conveyed for low-rent housing when it enacted section 606 of the 
Lanham Act in 1950. The Housing Administrator, after considering these 
factors, recommends transfer to the Department of Defense on the basis of 
greater need and in recognition of the fact that all understandings with the 
local housing authority contemplating transfer to it were subject to the ter- 
mination of the defense need. The proposed legislation would give the Con- 
gress a clear opportunity to express its intent in the matter. 

Subsection (b) provides that defense housing provided under the Defense 
Housing Act of. 1951 not transferred must be disposed of as expeditiously as 
possible and not later than June 30, 1957, without regard to preferences, on 
a competitive bid basis to the highest responsible bidder. However, the Housing 
and Home Finance Administrator may reject any bid which he determines 
to be less than the fair market value of the property and may thereafter dispose 
of the property by negotiation. It should be noted that this housing consists 
of temporary units mostly on or adjacent to military reservations. In the 
case of Project IDA-—2D1 at Cobalt, Idaho, however, which is needed for continued 
use on the site in connection with mining operations necessary for defense, sale 
would be restricted to use on the site. 

Subsectian (¢c) would direct the Housing and Home Finance Administrator 
to convey the Lanham Act Tonomy Hill project (RI-87013) at Newport, R. I., 
to the Housing Authority of the city of Newport in accord with the provisions 
of section 606 of the Lanham Act but with authority to house military personnel 
regardless of income and subject to a 3-year preference for military personnel 
with respect to 360 of the 538 units comprising the project. It is believed that 
this is the best way of reconciling the need of this particular project by both 
inilitary personnel and low-income families. 

SECTION 407. MODIFICATION OF WAR HOUSING SALES PREFERENCE PROVISIONS 

This section would add a new section 614 to the Lanham Act designed to 
accelerate the disposition of 2 classes of permanent war housing. One class 
consists of housing which is to be sold for removal from the site. Experience 
has shown that purchasers of such housing are generally business concerns in- 
terested either in salvaging building materials or in reconstructing the units 
elsewhere as a business investment. Extremely few units sold for removal from 
the site are purchased through veterans’ preference. Requirements that dispo- 
sition of such units be held up pending the exhaustion of preference priorities 
has materially delayed disposition of this class of housing without any substantial 
benefit to those entitled to preference. 

The other class of housing consists of projects to be sold onsite which cannot 
be subdivided in such a manner as to offer for separate sale dwelling structures 


designed for occupancy by not more than four families. Housing which cannot 
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be so subdivided is now subject to preference provisions of the Lanham Act 
(see. 607 (c)), which give special preference to mutual organizations. It is 
now over 4 years since this preference was granted by law to such organizations, 
and during this period oecupants of the housing and other interested persons 
have had a fair opportunity to establish mutual organizations which are ready, 
willing, and able to purchase the housing. 

Mutual organizations consisting of groups of veterans have a preference over 
other mutual organizations in acquiring the nondivisible projects. As a practical 
matter, however. it is not generally feasible to organize two separate mutual 
organizations to compete for the purchase of the same project because partici- 
pation by a large proportion of the occupants of the project is generally necessary 
to the successfu! establishment of the mutual organization. Therefore, with 
respect to the purchase of the nondivisible projects, preferences accorded to 
veterans by the law do not constitute a really significant benefit. 

Subsection (a) of section 407 would terminate as of January 1, 1957, all 
preference requirements with respect to the onsite sale of the nondivisible projects 
which the agency holds on that date. In the case of projects which are to be 
disposed of by selling the structures for removal from the site, subsection (a) 
would eliminate the sales preference requirements, effective upon enactment of 
the bill. This legislation would help in greatly accelerating the disposition of 
the housing without materially affecting the preference rights of veterans. In 
the case of the divisible projects where dwelling structures for occupany by 
not more than four fapiities are offered for separate sale, the preference rights 
of occupants and of veterans are quite significant and would in no may be affected. 

With respect to nondivisible projects being sold onsite, the proposed termi- 
nation of the preference requirements would be postponed until January 1, 1957, 
in order not to disappoint groups which have already taken steps to obtain pref- 
erence rights. The legislation would serve as an incentive to these greups to 
complete all necessary preliminary undertakings so that the properties may 
be offered for sale and negotiations completed in sufficient time to meet the 
January 1, 1957, deadline. Such sales have frequently dragged on over tuny 
months and the deadline incentive should prove helpful in avoiding needless delay. 

Subsection (b) of section 407 would require that any contracts entered into 
after enactment of the new section 614 of the Lanham Act, for the onsite 
disposal of nondivisible housing (except contracts entered into under the pro- 
visions of the new section 614) mmst require that if title does not pass to the 
purchaser by April 1, 1957, the rights of the purchaser shall terminate and the 
housing shall be sold under the provisions of the new section 614. This provision 
would avoid lengthy delay on the part of purchasers, after signing the sales 
contract, in completing the sale transaction. A 60-day extension of the April 1, 
1957, deadline would be permitted if additional time is necessary to cure defects 
of title. 

All housing sold pursuant to the new section 614 must be disposed of as 
expeditiously as possible on a competitive basis to the highest responsible bidder, 
except that the Administrator may reject any bid which he determines to be 
less than the fair market value of the property and may thereafter dispose of 
the property by negotiation. These provisions should not only result in accel- 


erating the disposition program but should also result in a higher return to the 
Federal Government, 


TITLE V—Co.LLece Houstne 


SECTION 501. AUTHORIZATION 


This section would increase the college housing revolving fund authorization 
from $500 million to $600 million. The amount of this increase is in accord with 
the Budget of the United States for fiscal 1957 and would represent minimum 
needs, predicated on the enactment of other provisions in the bill to raise the 
college housing loan interest rate. As of February 24, approximately $305 mil- 
lion of the present authorization had been committed and active applications were 
pending amounting to $165 million. The increase in authorization is therefore 
necessary in order to assure that funds will be available for applications from 


educational institutions which cannot acquire adequate funds from any other 
souree, 
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SECTIONS 502 AND 503. INTEREST RATE 


Section 503 would provide that college housing funds borrowed by the Housing 
and Home Finance Administrator from the Secretary of the Treasury shall bear 
interest at a rate, calculated each calendar quarter, based on the current average 
market yield on all outstanding marketable obligations of the United States hav- 
ing a remaining maturity of 15 or more years. This formula would be in place 
of the formula now in the law which bases the interest rate on the average rate 
borne by all interest-bearing obligations of the United States, irrespective of 
maturity, as computed at the end of the preceding fiscal year, or 2% percent, 
whichever is higher. The rate proposed would currently result in the Housing 
Administrator paying 2% percent on funds borrowed from the Treasury. Under 
the present law, the rate for fiscal year 1956 is 244 percent. 

Section 502 would require the Administrator, in making college housing loans, 
to charge a rate equal to that payable by him te the Treasury plus one-quarter of 
1 percent. The present law provides for a similar spread, except that if the 
resulting rate is less than 2% percent, the higher rate must be charged. Be- 
cause of the different base to which the one-quarter percent differential would 
be applied under the bill as compared with the present law, the net result of the 
bill under current market conditions, would be to change the college housing loan 
interest rate from 2% to 3% percent. 

The enactment of the interest rate formula proposed by the bill, raising the 
interest rate under current conditions to 34% percent, would result in substan- 
tially increased participation by private lenders in bond issues sold by colleges to 
finance the construction of housing and related facilities. Previous experience 
under the program with a higher interest rate (prior to the present rates pro- 
vided by the housing amendments of 1955) indicated that a market was develop- 
ing for college housing bond issues, and there is reason to believe that the effect 
of the proposed higher interest rate will be to revive and enlarge this market. 


TrrLe VI—MISCELLANEOUS 
SECTION 601. HOUSING DATA 


This section would specifically authorize the Housing and Home Finance Ad- 
ministrator to undertake such surveys, studies, and compilations and analyses of 
statistical data and other information as he determines to be necessary in the 
exercise of his responsibilities, including the formulation and carrying out of 
national housing policies and programs. In discharging this responsibility, the 
Administrator would be authorized to utilize the available facilities of other 
departments and agencies of the Federal Government, and such departments and 
agencies would be required to confer with and advise the Administrator, at his 
request, on improvements in any existing or proposed systems and techniques for 
vathering and reporting housing data. 

Congressional intent with respect to these functions would be clarified by the 
proposed section. These functions were undertaken as part of the much broader 
research activities under title III of the Housing Act of 1948, as amended, which 
were liquidated at the direction of the Congress in the First Independent Offices 
Appropriation Act, 1954. There is a growing recognition of the very real need 
for more adequate and timely information relating to many aspects of housing 
throughout the Nation. It is essential to the most effective administration of the 
Housing Agency. It is of major importance to the Congress and the executive 
braneh in making decisions not only on housing legislation but on other matters 
affecting the general economy. The most urgent need in this regard is informa- 
tion which will indicate prospective trends in market demands in housing. The 
characteristics of the existing housing market must be better known—the volume 
of sales, the terms of financing, the trends in prices, and the physical types and 
sizes of recently completed units. It is also necessary to have much more ac- 
curate information regarding the availability of housing credit under various con- 
ditions in the housing market and regarding the effect of housing credit on volume 
of construction. 

The Administrator would be authorized to disseminate data acquired under the 
authority of this section without regard to the provisions of 39 U. S. CG. 321n, 
which prohibits Federal agencies from distributing reports and publications 
without having received a request for the report or publication. 
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SUMMARY OF PROVISIONS OF COMMITTEE PRINT BILL 
TitrLE I—AMENDMENTS TO THE NATIONAL HoustIne Act 


Section 101 dealing with FHA title I home improvement loans provides- 

(1) A 2-year extension. 

(2) An increase in the maximum loan amount to $3,500 (present ceiling 
is $2,500) and from $10,000 to $15,000 for loans to improve multifamily 
structures. 

(3) An increase in the maximum loan term to 5 years (present ceiling 
is 3 years). 

(4) A sliding interest rate scale permitting a 5-percent discount on loans 
below $1,000 with a 4-percent discount permitted on that portion of the loan 
which exceeds $1,000. Presently a 5-percent discount is charged regardless 
of loan amount. 

Section 102 would permit the FHA to become a self-insurer against fire and 
hazard risks to properties acquired by FHA as a r-sult of foreclosure. 

Section 103 would liberalize rental housing insurance under FHA’s section 
207 by- 

(1) Permitting a loan up to 90 percent of value (present ceiling is 80 
percent of value). 

(2) Increasing loan ceilings to $2,250 per room, present ceiling is $2,000) 
and up to $2,700 per room for elevator-type structures (present ceiling is 
$2,400). In high-cost geographic areas the Commissioner is authorized to 
increase the per room maximum by an additional $1,000. These liberali- 
zations, would establish loan ceilings for section 207 similar to those per- 
mitted for urban renewal insurance projects under section 220. 

Section 104 would amend cooperative housing insurance under section 213 
by providing— 

(1) A new device to permit a cooperative sponsor to obtain a com- 
mitment for a loan up to 85 percent of replacement cost and proceed with 
construction before the prosective cooperative has been formed. This would 
overocme the marketing difficulties involved in the present requirement that 
the cooperative be sold 100 percent before construction can begin. The 
sponsor would certify intent to sell to a cooperative upon completion. Should 
he fail to sell the project he would be regulated by FHA as to rents, capital 
structure, and rate of return. Also, if the sponsor fails to sell to a coopera- 
tive, he cannot use this special insurance feature again. 

(2) Authority to the FHA Ccommissioner to permit in the high-cost geo- 
graphic areas an additional $1,000 per room in computing the maximum 
permissible insured loan. 

Section 105 would increase the FHA mortgage insurance authorization to 
make available $3 billion for the next fiscal year. 

Section 106 would permit a profit and risk allowance of 10 percent for sponsors 
of urban renewal insurance projects under section 220, although the FHA Com- 
missioner could prescribe a lesser percentage if he certifies that a 10-percent 
allowance is unreasonable. 

Section 107 would liberalize relocation housing insurance under section 22 
by— 

(1) Increasing the maximum permissible loan to $8,600 and to $9,600 in 
geographic high-cost areas. (Present ceilings are $7,600 and $8,600 respec- 
tively.) 

(2) Permitting no downpayment financing by requiring only that the 
borrower pay at least $150 in cash to apply toward closing costs. 

(3) Increasing the permissible loan maturity from the present 30 years’ 
ceiling to 35 years and up to 40 years where the Commissioner finds such 
longer maturity necessary for low-income families. 

Section 108 would amend the cost certification requirement by making such 
certifications incontestable after the Commissioner’s approval of the certifica- 
tion, barring fraud or material misrepresentation. It would also permit an 
allocation of general overhead costs acceptable to the Commissioner to be in 
cluded in the total certified cost. 


TirLe II—SEcONDARY MARKET LEGISLATION 


Section 201 would liberalize the operations of the Federal National Mortgage 
Association by— 
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(1) Permitting advance commitments under the secondary market oper 
ations. Such commitments would be issued at a price high enough to pro- 
vide production support to builders and yet sufficiently below the prices 
offered by the Association for immediate purchase to discourage excessive 
sales to FNMA pursuant to advance commitments. 

(2) Reducing the stock purchasing requirement to no more than 2 percent 

(3) Requiring FNMA until June 30, 1957, to pay par for special assist- 
ance mortgages. 

(4) Increasing the advance commitment funds available for special as 
sistance operations to $400 million (present ceiling is $200 million). 

(5) Providing a $50 million revolving fund under the special assistance 
program to support FHA section 203 (i) loans. Section 208 (i) loans are 
designed to encourage low-cost housing in outlying and rural areas. 

(6) Amending the present revolving fund for section 213 mortgages to 
make it clear that the $5 million limit per State is on outstanding commit- 


ments, in other words to make clear that the State suballocation can “re- 
volve” exactly the same as does the $50 million nationwide revolving fund 

(7) Exempting from the $15,000 limit on loans eligible for purchase the 
following: (a) Military housing loans insured under section 8083 and (/) 
FHA-insured and VA-guaranteed loans made in Alaska, Guam, and Hawaii. 

Section 202 would establish a new secondary market support program for Gl 
loans. Under its provisions the Secretary of the Treasury could invest up to 10 
percent of the reserves of the national service life insurance fund by purchasing 
VA-guaranteed loans in geographic areas where discounts on GI loans are heaviest. 
Both current reserves and future premiums could be used. Since the fund's 
reserves are approximately $514 billion, the program could supply approximately 
$550 million in funds to support the market. 

Only loans guaranteed after enactment would be eligible for purchase. In case 
of serious default, provision is made for the purchase of the defaulted loan from 
the fund by the Administrator of Veterans’ Affairs. 

The program would expire on July 25, 1957, the present expiration date for the 
GI loan benefit of most World War II veterans. 

The Federal National Mortgage Association would act as the Treasury’s agent 
to purchase and service loans. Payments for such services is limited to a maxi 
mum of three-fourths of 1 percent. Since the GI loans purchased would yield 
at least 4144 percent, the fund would earn a minimum of 3% percent on its 
mortgage portfolio. 


TitLeE ITI—HOwsING FOR ELDERLY PERSONS 


Sections 301, 302, 303, and 304 would establish a new loan program for housing 
for the elderly, similar to the college housing loan program. 

These sections would provide $250 million to the Administrator of the Housing 
and Home Finance Agency for loans to nonprofit corporations for the construc- 
tion or rehabilitation of housing for the elderly. 

The interest rate could not exceed 3% percent per annum and the maximum 
loan term would be 50 years. The cost of funds to the Administrator from the 
Treasury could not exceed 3 percent. 

The bill would permit loans only when private capital is not available upon 
the terms and conditions provided in the bill. 


TItLE IV—SLuM CLEARANCE AND URBAN RENEWAL 


Section 401 would increase the funds available under present law for capital 
grants for slum clearance and urban renewal projects by an additional $1 billion. 
The sum would be made available in $500 million increments on July 1, 1956, 
and July 1, 1957. 

Section 402 the Housing Administrator would be authorized to extend urban 
renewal assistance to major disaster areas, under certain conditions, without 
regard to requirements that the community must have a workable program for 
the prevention and elimination of slums, that the urban renewal plan must con- 
form to a general plan of the locality requirements of public hearings, and certain 
requirements with respect to the predominantly residential character or blighted 
character of urban renewal areas. 

The FHA sections 220 and 221 urban renewal housing programs would also 
he amended to permit temporary waiver of the present workable program require- 
ment, and urban planning grants would be permitted for a community affected hy 
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a majority disaster without regard to the fact that the community’s population is 
25,000 or greater. 

Section 403 the urban planning grant authorization would be increased from 
$5 million to $10 million. 

Section 404 would extend to private nonprofit educational institutions of higher 
learning the same privilege with respect to Government construction planning 
advances, as that now enjoyed by tax-supported educational institutions of higher 
learning. Both such types of educational institutions receive equal consideration 
under provisions of the college hosing loans programs, and this change would 
place them on a parity with respect to planning advances. 


Tirte V—Pustic HousiIne 


Section 501 would provide 50,000 low-rent public housing units annually for a 
3-year period beginning August 1, 1956. Provision is made for carrying over to 
subsequent years any unused portion of the annual quota. 

Section 502 would make low-rent public housing available to elderly persons 
(65 years or over )— 

(1) By making elderly single persons eligible. 

(2) By authorizing the construction of units specifically designed for 
elderly persons. The section provides 10,000 units annually for a 3-year 
period beginning July 1, 1956. 

(3) By increasing the permissible per room cost for units for elderly per- 
sons to $2,250 (present ceiling, $1,750). 

Section 503. The Public Housing Administration would be directed to transfer 
farm labor camps without monetary consideration to local public housing agencies 
in the areas of the camps if requested within 12 months after enactment of the 
bill and the local public housing agencies certifies as to the low-rent need for 
the project and that preferences will be given, first, to low-income agricultural 
workers, and second, to other low-income persons and families. 

Section 504 would authorize the sale under prescribed conditions of two Gov- 
ernment-owned projects, the Chinquapin Village housing projects in Alexandria, 
Va., and the Techwood Dormitory in Atlanta, Ga. 


TirLE VI—FarM HOovusING 


Section 601 amends title V of the Housing Act of 1949 to provide the following 
additional authorizations for loans and contributions to farm housing: 

(1) $100 million in the amount of loan funds which can be obtained from 
the Treasury ; 

(2) $2 million per annum in the amount of annual contribution commit- 
ments for housing on potentially adequate farms ; and 

(3) $10 million in the amount of appropriations authorized for loans and 
grants for improvements and repairs of farm housing. 


Titte VILII—Co.LLece Hovusine 


Section 701 would increase loan funds for college housing by $250 million, 
bringing the total authorized for such purpose to $750 million. 


TitLe VITI—Mriuitary Hovusine 


Section 801 would extend and liberalize the title VIII military housing program 
by— 

(1) Extending the program until September 1959 (under present law 
the program would expire September 30, 1956). 

(2) Permitting an average cost per dwelling unit of $15,000 (presently 
$13,500) and up to $16,500 in high-cost areas as determined by the Secretary 
of Defense. The aggregate total of mortgage insurance authorized would be 
increased correspondingly. 

(3) Permitting the FHA Commissioner to waive or reduce the FHA insur- 
ance premium. 

(4) Prescribing maximum floor area limitations for various ranks and 
grades with a special allowance for quarters outside the United States and 

for the quarters of commanding officers. 
(5) Extending eligibility for military housing insurance to the Canal 
Zone. 
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STATEMENT OF NORMAN P. MASON, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. Mason. Mr. Chairman and members of the committee, my 
name is Norman Mason. I am Commissioner of the Federal Housing 
Administration. 

I am glad to have the opportunity to discuss with you proposals 
for housing legislation contained in H. R. 10156 which relate to Fed- 
eral Housing Administration operations. The Administration’s hous- 
ing proposals are contained in H. R. 9537, also pending before this 
committee. 


FHA HOME REPAIR AND IMPROVEMENT PROGRAM 


Section 101 of H. R. 10157 provides amendments of the title 1 home 
repair and improvement program for FHA insurance of qualified 
lending institutions against loss on loans for alterations, repairs, and 
improvements of existing structures and the building of new nonresi- 
dential structures. Similar provisions are contained in H. R. 9537. 

The Agency favors the increase in the maximum amount of title I 
loans from $2,500 to $3,500 for the regular repair and improvement 
loans, and from $10,000 to $15,000 for loans to improve multifamily 
structures. These increases in maximum loan amounts provide the 
first up-dating of loan limits for one-family homes since 1939 and 
would permit title I financing of more extensive repairs and rehabili- 
tation than is possible under the present law. 

The Agency also favors the increase in maximum term of regular 
title I loans from 3 years up to 5 years. Lengthening the terms of 
home improvement loans would tend to reduce the borrowers monthly 
payments. 

These new title I terms would be of real benefit to families financing 
substantial improvements to their homes, making it practical for 
many more of our citizens to do substantial modernization and thus 
backing the urban renewal programs being undertaken by cities 
throughout the country. 

FHA’s authority to insure property improvement loans expires 
September 30, 1956. H. R. 10157 provides for a 2-year extension of 
the program to September 30, 1958. The Agency favors an indefinite 
extension of the program as proposed in H. R. 9537, which could be 
accomplished by removing from the legislation any reference to a 
terminal date for the program, as is the case with all mortgage insur 
ance operations under title IT. 

20 years of operation has established the soundness of the title ] 
home improvement program. More than 19 million loans amounting 
to over $9 billion have been insured with net losses of only 1 percent 
of loans insured, As your committee knows, even this loss and all 
our operating expenses are more than covered by premium income. 

Making this program permanent would avoid the confusion and 
expense to both FHA and participating institutions which have been 
oceasioned in the past each time title I neared its expiration date. 

Subsection (c) of section 101 of H. R. 10157 proposes for the first 
time a statutory limitation to the financing charges to be permitted in 
the title I program, namely, $5 discount per $100 for the first $1,000 
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of the obligation and $4 discount per $100 for the remainder of the 
obligation. The Agency does not favor this proposed amendment. 

Under present regulations, FHA permits a maximum charge equiv- 
alent to a $5 discount per $100 of face amount on a 1-year note for 
loans with net proceeds of $2,500 or less. For larger loans, a $4 
maximum discount is permitted; and for loans with durations in 
excess of 7 years, a $3.50 maximum discount is permitted. The $5 
maximum discount per $100 permitted by FHA is equivalent to a 9.3 
percent charge on the outstanding balances of the lender’s initial 
outlay for a 3-year loan. After dedue ‘ting the FHA premium, which 
the lender pays on the title I loan, the charge is reduced to 8 percent 
on the outstanding balances of the initial outlay. 

We have given considerable thought to the question of appropriate 
maximum discounts and have obtained from participating lending 
institutions throughout the country cost data to enable us to determine 
the net yield to the lender on the typical title I loan. 

On a loan of $450 for 36 monhs, which is about the typical title I loan 
amount at present, the lender receives a finance charge of $67.41. Out 
of this amount must be paid the FHA insurance premium of $8.77, 
leaving $58.64 to cover acquisition and servicing costs. 

Lenders tell us that initial acquisition cost averages approximately 
$16 and that the monthly servicing cost runs about 35 cents per pay- 
ment, of $12.60 for a 36-month transaction. Thus, the net return 
to the lender is reduced to $30.04, equal to a net return of approxi- 
mately 4.06 percent on the outstanding balances of the lender’s initial 
outlay. 

Furthermore, many of the lenders in this field, other than com- 
mercial banks, are paying 3 to 4 percent for money used to make title 
I loans, and it is these lending institutions in many cases that provide 
funds for title I loans in areas and regions inadequately served by 
banks. Since initiation and servicing costs do not increase in pro- 
portion as loans amounts rise, the net earnings of title I lenders are 
somewhat higher on the larger loans. 

Lending institutions rely upon the relatively small number of larger 
loans with these higher net earnings to compensate for the low return 
on the great volume of smaller loans. It seems to us to be a reasonable 
conclusion that the $5 maximum discount now permitted on this type 
of loan up to $2,500 is not excessive when all factors are considered, 
in¢luding the 10 percent coinsurance exposure on each loan, and the 
larger number of smaller loans. Unless the return to the lender is 
sufficient to cover out-of-pocket costs, overhead and a reasonable profit, 
funds under this program will not be available in all communities. 
In many communities, particularly the smaller ones, this would result 
in much higher interest costs under uninsured loan plans. 

Also, there are certain administrative complications involved in a 
statutory limitation on the maximum discount. It appears desirable 
to retain flexibility of administrative authority to cover the numerous 
instances of minor inadvertent overcharges. Presently such errors, 
usually amounting only from a few cents to a dollar, can be dealt 
with by a waiver of the Commissioner’s regulations and a correction 
for the amount of the overcharge. 

In the event of a statutory limitation which does not provide such 
waiver authority, claims involving these minor errors of computation 
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would necessarily be rejected as uninsured loans, and this puts the 
Agency ina bad position. 

‘Tf maximum discounts are to be set by statute, it would be essential, 
we believe, in order to minimize rejections of claim applications because 
of errors in computation of financing charges, that there be a proviso 
at the end of the amendment as follows: 

Provided further, That such charges correctly based on tables of calculations 
issued by the Commissioner or adjusted to eliminate minor errors in computation 
in accordance with requirements of the Commissioner shall be deemed to comply 
with the preceding proviso:. 

I would also direct your attention to two other serious difficulties 
involved in the proposed wording of subsection (¢c). The present 
wording makes this limitation of financing charges effective as of the 
date of enactment of the legislation. Since the program involves 
dealer originations of notes which are subsequently acquired by the 
insured lender, it would be desirable that there be a lead time of about 
60 days in such an amendment so that new regulations could be issued 
by FHA and institutions’ operating instructions could be adjusted in 
a manner which would minimize confusion and avoid a |: apse in insur- 
ing operations. 

Secondly, the present amendment applies the $5 discount to that 
portion of the obligation (that is, the face amount of the note), up 
to $1,000. Because the net proceeds per $1,000 of the face amount 
of the obligation vary according to the term of the note, there appears 
considerable danger of confusion and error in lending institution 
computations of financing charges on loans with face amounts exceed- 
ing $1,000. 

In order to keep such errors to a practicable minimum, we recom- 
mend that, if such a provision is to be enacted, “net proceeds” be sub- 
stituted for “obligation” in the wording of lines 16 and 20 of page 2 of 


H. R. 10157 


FHA SELF-INSURANCE AGAINST HAZARDS TO ACQUIRED PROPERTIES 


Section 102 provides that the Federal Housing Commissioner is 
authorized to establish a fire and hazard loss fund for self-insurance 
against hazards to FHA-acquired properties. The Agency favors 
this amendment. <A similar provision is contained in H.R. 9537. 

From late in 1937 until September 30, 1955, FHA spent nearly 
$1,700,000 in premiums for hazard insurance on its properties. During 
the same period, claims aggregating less than $162,000 were paid 
under these insurance arrangements, or 9.5 percent of the amount of 
premium paid. 

During the 5 years and 10 months ending September 30, 1955, FHA 
hazard premium payments totaled $1 442,000 and losses paid aggre- 
gated $111,000—a loss ratio of under 8 percent. FHA might be 
expected to accomplish a significant saving in insurance expenses if 
we were authorized to establish a self-insurance program in leu of 
purchasing commercial insurance against fire and hazard losses. 

It is preferable that the Commissioner’s authority be permissive 
since it may be more desirable to use commercial insurance for certain 
risks, covering either primary risks or reinsurance. 
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RENTAL HOUSING INSURANCE 


Section 103 provides for increasing the maximum loan-to-value 
ratio under the FHA regular multifamily rental-housing program 

(section 207) from 80 percent to 90 percent for all types of projects 
with corresponding increases in the dollar amount limitations per 
room and per unit. The same section also provides authority for the 
Commissioner to increase the per room limitations by $1,000 in areas 
where construction costs require such an increase. 

The Agency has no objection to some high-cost-area differential for 
section 207 since the economic soundness requirements of this section 

can be relied upon to minimize dangers of excessive mortgage amounts. 
Tlowever, a full $1,000 increase would have the effect of authorizing 
mortgage insurance for projects involving such high rentals that the 
accommodations would necessarily have to ‘be of a luxury type. 

If a high-cost area provision is adopted for section 207, it would be 
desirable for purposes of consistency to have legislative history or an 
amendment which would allow FHA to interpret the comparable 
section 220 provision as applying to nonelevator structures. The 
present legislative history limits the high-cost area provision of section 
220 to elevator projects. 

The increase in the loan-value ratio limitation appears to be an un- 
warranted liberalization of section 207, more or less assuring that 
sponsor’s equities would consist entirely of builder's profit, land profit, 
and organization expenses. While such liberalization can be justified 
for the section 220 urban renewal program by the public need for 
elimination of blight, no such comparable justification can be claimed 
for section 207 operations. 


COOPERATIVE TIOUSING INSURANCE 


Section 104 proposes for section 213 that projects be insured up to 
85 percent of certified cost for builder-sponsor mortgagors with the 
intent that projects shall be sold at the certified cost “figure within 2 
years to cooperatives, which would be eligible for the higher loan- 
value ratios set forth in the present statute. 

If no satisfactory sale is effected within 2 years, the sponsor would 
continue to oper ate the project as an insured rental project, but no 
further commitments for this kind of transaction would be permitted 
to that sponsor. 

If the Congress desires this method to be employed in initiating co- 
operative projects, we believe that provision for speculative construc- 
tion of apartments for subsequent sale to cooperatives might better 
be handled under section 207, applying section 207 tests of both value 
and economic soundness, with conversion of the project to section 213 
upon sale to a cooperative. 

This procedure would assure that any projects not successfully sold 
to cooperatives would be administered under the rental housing stand- 
ards and procedures of FHA and would have passed the tests of 
economic soundness for such rental projects. 

While present statutory authority conceivably might be interpreted 
to allow this method of joint use of sections 207 and 213, we feel that 
there should be legislative expression of intent on this subject. 
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Section 104 also proposes the SL.000 per room high-cost area pro- 
vision. We oppose this proposal. The cooperatives program is in- 
tended to serve middle-income families, and the propsal is not con- 
sistent with that purpose. We believe that the cooperative program 
has encouraged the production of larger apartments with several bed- 
rooms. The proposal under section 104 would, we fear, lead builders 
into building less rooms per unit and hence less desirable apartments. 
We don’t believe the public wants the section 213 program to finance 
luxury housing. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


n order to provide for mortgage Insurance operations, other than 
title VIII, during the coming fiscal year, section 105 establishes the 
FHA general mortgage insurance authorization at the aggregate of 
outstanding insurance lability and commitments on July 1, 1956, plus 
$3 billion. The balance of the present authorization would be included 
in the 83 billion. This would provide for expected FHA operations 
during fiscal year 1957, plus a slight margin. Estimates for 1957 con- 
template the need for approximately $2.7 billion in authorization. 

In making this amendment it should be made clear that the special 
insurance authorization for the new military housing program under 
title VIII was not intended to include mortgage insurance under title 
VITI before the housing amendments of 1955. The parenthetic phrase 
in section 801 (c) of H. R. 10157 makes the desired modification of 
the title VITI authorization. Similar provisions are contained ii 
H. BR. 9537. 

SPONSOR'S RETURN UNDER SECTION 220 

Section 106 of Hl. R. 10157 stipulates that FHA shall allow to 
huilder-sponsors under section 220 an allowance for builders’ and 
sponsors’ services amounting to 10 percent of total project cost (in 
cluding land, architects’ fees, etc.) unless the Commissioner certifies 
that such a rate is unreasonable and so prescribes by regulation. 

The Agency is opposed to this amendment. 

This proposed legislation involves two departures from present 
practice. First, an element of cost which does vary in actual practice 
from city to city and from one type of project to another would be 
stipulated by statute on a fixed basis for all projects, without regard to 
locality, location, or project size or character. And secondly, the 
statute would stipulate that the builder-sponsor should have a profit 
from his investment in land, his expenditure for architect’s services, 
and his payments for taxes, ete. during construction. 

This legislation would, in effect, stipulate as a matter of under- 
writing processing that FHA must accept the builder-sponsor’s profit 
as his entire investment in a section 220 project. It should be noted 
that such a measure of liberality to builders as the fee of 10 percent 
of total cost is not, in our opinion, necessary to attract competent 
sponsors to urban renewal operations. 

In commitments issued thus far, negotiation of this element with 
builders has resulted in acceptable rates of 7 percent applied to con- 
struction costs only, and there has been enough interest by builders 
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under these conditions to result in effective, and even vigorous, com- 
petition among bidders for project lands. 

If the Congress deems such an amendment necessary, it would ap- 
pear to us more appropriate that it be enacted, perhaps on a graduated 
scale basis, as a modification of the cost certification procedure in 
section 227 and thus be made applicable to all multifamily program 
operations rather than to section 220 alone. 

Also, if allowance is made for a sponsor’s profit on land (and other 
factors over and above the cost of construction), it should not be 
limited to the mortgagor who also acts as his own builder, but should 
apply to all sponsors. 


SECTION 221 LOW-COST HOUSING FOR DISPLACED FAMILIES 


Section 107 provides amendments to the section 221 program for 
housing for displaced families. H.R. 9537 contains similar provisions. 

Section 221 was originally enacted in 1954 to encourage the con- 
struction of private housing for low-income families displaced by 
urban renewal activities or other governmental action. It applies 
only to housing programed by the Housing Administrator for these 
displaced families. The mortgages insured under section 221 can 
cover both single-family homes built by private sponsors and multi- 
family structures built by nonprofit corporations. 

Despite the urgency of needs of displaced families requiring rehous- 
ing, there has been very little interest by builders in construction 
under the section 221 program, principally because the mortgage 
insurance terms have little, if any, advantage over the terms for new 
housing under other FHA programs. In addition, the existing dollar 
maximums for section 221 mortgages are so low that adequate hous- 
ing cannot be constructed in high-cost areas within those amounts. 

The maximum mortgage under section 221 at this time is $7,600 
per dwelling, except that the Federal Housing Commissioner may in- 
crease this amount up to $8,600 in high-cost areas. The maximum ratio 
of loan to value is now 95 percent and, in the case of single-family 
homes, 5 percent of estimated cost must be paid by the mortgagor at 
the time of insurance. 

Also, the mortgage insurance provisions in section 221 for multi- 
family structures built or rehabilitated by private nonprofit corpo- 
‘ations are presently unattractive. The 95 percent maximum loan-to- 
value ratio necessitates a 5 percent investment by a nonprofit corpo- 
ration which would be prohibited from receiving a return on even 
the 5 percent invested during the life of the mortgage. 

Section 107 increases maximum mortgage amounts to $8,600 per 
unit, or $9,609 in high-cost areas, and provides that the mortgage 
equal the value of the property, except that the mortgagor be required. 
in the case of a single-family home, to make an initial payment of 
$150, which amount could include amounts to cover settlement costs 
and initial payments for taxes, hazard insurance, mortgage insur- 
ance premium, and other prepaid expenses. 

We prefer the maximum mortgage amounts and initial payments 
proposed in H. R. 9537 instead. This proposal sets the maximum 
mortgage amount equal to the value of the property up to $8,000 per 
unit, or $10,000 in high-cost areas, with the proviso that the home 
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purchaser make a minimum investment of $200 (in keeping with the 
recommendation of the President’s Advisory Committee on Govern- 
ment Housing Policies and Programs) which could be applied toward 
settlement costs and other initial payments. It would be desirable 
from an administration standpoint that the maximum mortgage (and 
hence insurable property value) be established in thousand dollar 
multiples. 

Section 107 increases the maximum term of loan to 35 years, or 
40 years if in the discretion of the Commissioner such longer term is 
necessary to enable low-income families to realize the benetits of the 
program. 

In the interest of simplicity of administration, the Agency favors a 
direct authorization for 40-year maximum term as preferable to the 
provisions of H. R. 10157, which place on the Commissioner a respon 
sibility for distinguishing between the effectiveness of 35- and 40-year 
terms In meeting the needs of low-income families. 


RENTAL HOUSING 





COST CERTIFICATION CHANGES 


Section 108 proposes two changes in the cost certification require 
ments applicable to FHA rental housing. Experience has indicated 
that prospective sponsors of multifamily housing fear that their 
cost certifications may be reexamined and questioned from time to 
time over an indefinite period of years. The amendments would 
remove this uncertainty, providing that once the cost certification 
is approved by the Federal Housing Commissioner, it would be con 
sidered final and incontestable except where there has been fraud o1 
misrepresentation on the part of the mortgagor. 

The proposal also amends the definition of “actual costs,” for pur 
poses of the cost certification requirement, to make it clear that such 
allocations of general overhead items as are approved by the Federal 
Housing Commissioner could be included in determining the cost of 
a project. The Agency favors these amendments. 


EXTENSION OF TITLE VIII MILITARY HOUSING PROGRAM 


H. R. 10157 proposes amendments to title VIII of the National 
Housing Act. 

FHA’s authority to insure mortgages under this title expires Sep- 
tember 30, 1956. It seems desirable that this program be extended for 
a sufficient time to allow the long-range planning necessary in a pro- 
gram of this nature, related to the defense and military needs of the 
country. Officials of the Department of Defense can give your com- 
mittee more detailed information with respect to the needs of this 
program. 

HOUSING FOR THE ELDERLY 


H. R. 10157 makes no suggestions for the adaptation of FHA mort- 
gage insurance operations to the special problems of housing for the 
elderly. 

In order that private industry through private financing may make 
maximum contributions toward solution of the housing problems of 
our senior citizens, the Agency favors the addition of new provisions 
to the National Housing Act as contained in H. R. 9537 to grant more 
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favorable FHA mortgage insurance terms for both sales housing and 
rental housing built or rehabilitated for use by elderly persons. 

Under FHA’s home mortgage program (sec. 203), we believe 
FHA-approved third persons should be permitted to make required 
downpayments for the benefit of home purchasers 60 years of age or 
older. FHA can now insure a mortgage given by a person lacking 
adequate credit if there is an approved cosigner of the mortgage note. 
This authority, together with the new proposal in H. R. 9537, would 
make it possible for many elderly persons to finance the purchase of 
homes even though they lack the amount of the downpayment and do 
not themselves have reasonable prospects of an assured income over 
the term of the mortgage. 

Since the majority of the elderly persons are single and many others 
cannot undertake home purchases, it is even more important to pro- 
vide rental housing for them. Most of them need small units and 
special features adapted particularly to the needs of the elderly. To 
help meet this need the Agency favors two > ate provisions with 
respect to the construction or rehabilitation of rental housing under 
section 207 of the National Housing Act. 

One of these provisions would make 90 percent mortgages up to 
$7,200 per unit insurable under section 207 where at least 25 percent 
of the units in the project are expressly designed for the use of the 
elderly, as determined by the Commissioner, and a priority of oc- 
cupancy for these units would be given to the elderly throughout the 
life of the mortgage contract. 

These mortgage terms should enable private sponsors seeking to 
serve the low-rental market to obtain favorable financing terms for 
projects in which special housing for elderly tenants would be in- 
tegrated with regular family housing averaging two bedrooms per 
unit for families of comparable incomes. 

Under the second provision, FHA would insure mortgages with 
liberal terms on projects designed and held entirely for elderly per- 
sons where the housing is sponsored by nonprofit organizations which 
are approved by the FHA as to financial responsibility, such as fra- 
neon, groups, church groups, labor unions, and teachers’ associations. 
FHA would look to the sponsor’s total resources for payment of the 
mortgage and not primarily to the income generated by the property. 

Over the country a number of such organizations have undertaken 
projects of a similar nature but of limited scope due to difficulty in 
financing. Under the provisions of section 207, rehabilitation of exist- 
ing structures, such as older apartment and hotel buildings, as well as 
new construction could be undertaken for housing for the elderly. 

Under this second provision, the maximum amount of the mortgage 
should be $8,100 per dwelling unit and 90 percent of replacement cost. 
By way of comparison, $8,100 is 90 percent of a $9,000 cost per unit; 
whereas, a mortgage financing a project averaging less than 4 rooms 
per unit in other section 207 projects cannot exceed $7,200 per unit, 
which is 80 percent of $9,000 value per unit. 

The use of replacement cost in determining maximum mortgage 
amount would allow for the full cost of providing necessary special 
features for the elderly, such as small living units, central dining 
facilities and reading rooms, and specially designed bathrooms, door- 
ways, floors, and lighting. 
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This concludes my statement. 

Mr. Corr. This concludes our statement on the FHA, Mr. Chair- 
man, and we suggest that we subject ourselves to questioning by the 
committee on this section of our statement. 

The Cuarrman. Mr. Wolcott, have you any questions? 

Mr. Wotcorr. No, sir. 

The CHarrmMan. Mr. Brown? 

Mr. Brown. No questions. 

The Cuarrman. Mr. Kilburn? 

Mr. Kirpurn. Is this self-insurance provision designed to cover 
fire? 

Mr. Mason. Yes. 

Mr. Kirsurn. Liability ? 

Mr. Mason. Yes, sir. 

Mr. Krisurn. And windstorm ? 

Mr. Mason. All such hazard insurance. 

Mr. Kiitpurn. No further questions. 

The Cuarrman. Mr. Rains. 

Mr. Rains. Mr. Chairman, I have only some general questions to 
ask today. 

I think first I shall ask about housing for the elderly. I assume, 
Mr. Cole and Mr. Mason, we will agree that nationwide there is per- 
haps more urge on the Congress and on the administration for some 
type of program for housing for the elderly than any other type, isn’t 
that right ? 

Mr. Coxe. I can give you my reaction and I would like Mr. Mason 
to give you his. My reaction is that there is strong demand for hous- 
ing for the elderly. Whether or not I would put it as strong as you, 
Mr. Rains, I am doubtful. There are some other segments perhaps 
that are very strong, but certainly I must agree with you that there 
is a strong demand, a strong interest on the part of the people of the 
country as reflected by their requests to the Agency and to the 
Congress. 

Mr. Rains. This morning I received several hundred letters on this 
subject from the State of New Jersey. This is the kind of reaction 
we have been getting. What do you think, Mr. Mason? 

Mr. Mason. My mail isn’t as heavy as yours. My mail does indicate 
that the public itself, is very much interested in this part of the pro- 
gram. 

Mr. Rains. Then it gets down to the proposition on housing for the 
elderly as to whether or not the provisions contained in H. R. 10157, 
snd in the administration’s bill introduced by Mr. Widnall, H. R. 
9537, will do the job? 

Mr. Mason. That would certainly be correct; yes, sir. 

Mr. Ratns. In the bill which I introduced which came out of the 
studies of the subcommittee, we set up direct loans and a revolving 
fund to assist in providing housing for the elderly. Do you approve? 

Mr. Mason. Mr. Cole, do you want to comment on that phase of it / 

Mr. Corr. I think, Mr. Rains, that certainly the question of dire 
lending must be one of the first issues to be decided. We take the 
position that direct lending is not necessary in this field. We look at 
the budget and the debt and the amount of taxes that the people are 


paying, and we look at the great impact upon the debt ceiling and 
the budget. 
7760: 
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We think that we ought to make every effort to provide assistance 
to these people who need assistance, and we should do it by a method 
which would attract private lending. 

Mr. Mason. That is if we can get it done. 

Mr. Couz. Yes, if we can get it done that way. We would be willing 
to look at other methods if it doesn’t accomplish the purpose. 

Mr. Rains. The point I make is, the section in the bill which I in- 
troduced follows the pattern of college loans and somehow I can’t help 
but think it is just as important to get housing for elderly people as 
it is to get domitories, et cetera, for colleges. 

Mr. Core. I think that is very true. I must say I don’t approve 
of the present method of getting college dormitory loans, particularly 
the artificially low interest rate. I am for college dormitory loans. 
I think it is a good program, but I think this proves our point. We 
were doing a good job. We were making domitory loans to the 
colleges which needed them. We were at the same time encouraging 
private lending. The Congress in its wisdom decided that they would 
change this procedure. Now it is all becoming direct Government 
lending and this would happen in the program for the elderly, I think. 

Mr. Rarys. That is not my recollection. 

Mr. Cotz. Prior to the amendment last year, we were providing 
all the need for any college that made application. There was no 
delay—no colleges going without loans because of the charges or 
because of the program which had been set up. 

Mr. Karns. I would like for you to put in the record the number of 
loans you made during the last 2 years prior to enactment of the 
present college loan provision and also the number of Joans that have 
been made since then. 

Mr. Coir. That is true. We will be happy to do that. I must 
point out to you that my point is we were making and the colleges were 
securing all of the college domitory loans that they needed. 

Mr. Rarns. Let’s get ourselves together. What you are really 
talking about is prior to last year’s amendments? . 

Mr. Corr. That is very true. 

Mr. Ratns. That changes the whole conversation considerably 
because prior to the Government’s aid and assistance to college loans, 
they weren’t making any, were they? 

Mr. Cotr. You mean the Government was not making any or not 
guaranteeing any, that is correct. Yes. 

(The requested information follows :) 


College housing program 


Loans approved July 1, 1951, through July 31, 1955_____ __ A, Prana ee 180 
Loans approved Aug. 1, 1955, through Apr. 30, 1956________._________ 72 


Mr. Rarns. I notice, too, as I recall it, the college housing interest 
rate is 234, isn’t it? 

Mr. Cotx. That is right. 

Mr. Rarns. The provision for elderly housing which is in H. R. 
10157, is 314 percent. Do you think that is more realistic? 

Mr. Cote. It is better. 

Mr. Rains. For elderly housing than the college housing loans? 

Mr. Cox. I think it is better. 
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Mr. Rarns. The subcommittee found that the people who were most 
interested in getting housing for elderly people were nonprofit cor- 
porations like Friends, labor unions, American Legion, and founda 
tions. ‘The proposals which you make in the sections of the bill which 
Mr. Widnall introduced, do you think that will meet the needs of 
those people who—I am speaking of nonprofit corporations now 
who seem to be more interested in doing the work in elderly housing 
than any other ¢ 

Mr. Mason. We developed this with the help of these people. We 
believe it is what they wish and what they believe will work. 

Mr. Rains. I assume you read the hearings of the subcommittee ? 

Mr. Mason. We certainly did. 

Mr. Rains. That doesn’t seem to be the information that we gath- 
ered. When you say you developed it in conjunction with them, who 
are you speaking about, the leaders of these various nonprofit organ- 
izations ¢ 

Mr. Mason. Yes, sir. We have a so-called public interest group, 
which comes in and advises me, an advisory committee, members of 
the AFL-CIO, members of the various Jewish welfare organizations, 
and the teachers’ groups, et cetera. We also have worked very close- 
ly, as I am sure your staff knows, with people who are actually trying 
some of these projects, such as out in Denver, Colo., at the present time. 

Mr. Rarns. Another thing that impressed me with your presenta- 
tion a moment ago was that you seemed inclined to make the loans 
for the elderly under section 207, is that correct 

Mr. Mason. That is correct. ‘That is, we have both provisions for 
that and for sales housing under 203. 

Mr. Rarns. 270, as a matter of fact, has never done much business, 
it? 

Mr. Mason. The provisions so far as the loan is concerned, the 
down payment, et cetera, are different than the regular 207 terms, 
however. 

Mr. Ratns. They are more liberal than the regular 207 terms. How 
many units were built last year, some 2,000? 

Mr. Mason. I haven’t the figures in front of me. They were not 
large. 

Mr. Rains. What you seek to do, then, is to liberalize the terms of 
207 on downpayment sufficiently to where you think that the FHA 
loans could be made to these nonprofit corporations for building of 
homes under title 207 ? 

Mr. Mason. Yes, sir. 

Mr. Cote. Mr. Rains, I am reminded with respect to our colloquy 
about the interest rates that the elderly housing loans for nonprofit 
private institutions would not necessarily be tax exempt or have 
the advantage of local real property tax exemption, as is the case in 
the college dormitory loans, so the spread between them is not quite 
as important as I may have indicated. 

Mr. Ratns The interest rate, of course, one carries the exemption 
for income tax and the other may not. 

Mr. Cor. That is correct. 

Mr. Mason. Mr. Rains, I believe we insured 5,000 units last year 
under the 207 program and we feel that much of the hesitancy of 
builders is due to the cost certification program that your bill and 
H. R. 9537, are both seeking to correct. 
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Mr. Rains. In Mr. Cole’s statement, he mentioned the fact in public 
housing that it would be up to the local authority as to the type and 
number of units that would go to housing for the elderly. Then any 
local authority under that section could turn the entire units that 
they secured over to housing for the elderly. Is that correct? 

Mr. Core. I think that would not be a realistic point of view, Mr. 
Rains. I don’t think that would occur. 

Mr. Rains. It could occur, as a matter of fact, in some places, could 
it not ? 

Mr. Cote. Our answer is that it possibly could occur, but we think 
it would be entirely unrealistic to suggest that it would occur. In 
any event, it could occur only as to those units suitable to the needs 
of the elderly. 

Mr. Rarns. That would also wipe out veterans’ preference and pref- 
erence for people displaced by slum clearance in that section, 
wouldn't it ? 

Mr. Cote. No, I don’t think it would wipe it out. 

Mr. Rains. If they turned it all over to housing for the elderly ? 

Mr. Coxe. Surely if they turned all over to housing for the elderly, 
but I don’t think that would occur. A local housing authority, respon- 
sive to local needs, would not be likely to take such action. 

Mr. Rarns. Whatever percentage they turned over to housing for 
the elderly. 

Mr. Coir. That may be a point of argument, Mr. Rains, but that 
fs true in any authorized amount. Also, among eligible elderly 
persons, a first preference would be given to displaced persons. 

Mr. Rains. What | am driving at, what is the objection to specify- 
ing the number of units over and above the minimum of public 
housing you want and saying “this is for housing for the elderly.” 

Mr. Core. I wonder if we might have Mr. Slusser comment on that. 

Mr. Rains. Yes, sir. 

Mr. Corr. Will you comment on that, Mr. Slusser ? 

Mr. Stusser. The preference to the elderly person would be given 
on the basis of the availability of units that are suitable for them. 
That is, the smaller units in the projects. 

Mr. Rats. I can’t ae we why it is that you would seek to 
include in the other public housing units the housing for the elderly. 
Why not set aside a certain number of units as a starter program 
and say, specifically, so many public housing units for the elderly 
can be built and amalgamated in the public housing program. What 
is the objection to that ? 

Mr. Siusser. There is no objection. We are doing that in some 
communities. They are building units in the housing project for the 
elderly. That is being done in several cities at the present time. 

Mr. Rarns. I understand. I am talking about now writing into 
the law some prescription as to the number of public housing units 
which shall be available to housing for the elderly. Is there any 
serious objection to that 4 

Mr. Stusser. I can see none, except, Congressman, that we are now 
housing the elderly as the demands are made upon us, by separate 
buildings and in present buildings. 

Mr. Rains. You are already without any legislation at all taking 
elderly citizens into public housing units throughout the country ; 
aren't you? 
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Mr. Srusser. That is right. 

Mr. Rains. Already ? 

Mr. Svusser. That is right. 

Mr Rarns. How long can they stay there? As long as they live, 
under the present regulation ? 

Mr. Stusser. Yes; as long as they are within the income limits. 

Mr. Rains. But they must have a family ? 

Mr. Susser. Under present law; yes. 

Mr. Rains. No single persons at all? 

Mr. Suusser. No. “Single persons are not admitted. We are ask- 
ing for that change in the law. 

Mr. Rains. The point I was getting at, is there any serious objec- 
tion to prescribing in the law specific number of units instead of just 
saying that the local housing authorities may build those units for 
housing for the elderly. I assume there would be changes in the type 
of construction; wouldn’t there ? 

Mr. Stusser. I think it would restrict the program in this sense, that 
in some locations the impact of the elderly may be greater than it is 
other places, and we would have the necessary flexibility as long as they 
have the right to house the elderly and we get the changes in the law 
that we are asking for admission of single persons and giving the 
elderly a preference. Vacancies in the smaller units could be used to 
absorb those units into the elderly portion of the program. We can 
reconstruct those and use them for that purpose. 

Mr. Rarns. In other words, you can changes the present units, you 
mean ¢ 

Mr. Stusser. Yes; by some changes in the present units we can; and 
in some instances, there have been built specially designed buildings 
within a project for the elderly. 

Mr. Rartns. We saw some of those in Cleveland, for instance. 

Mr. Stusser. There are some in San Francisco, Nashville, Cleve- 
land, a number of other places. 

Mr. Rains. One or two other questions. 

I can’t go into too much detail, but I want to ask Mr. Cole a ques- 
tion or two about the workable program. Of course, 1955 housing 
amendments eliminated the workable program insofar as public hous- 
ing was concerned. Now, your contention is that the workable pro- 
gram requireme nt should be reinstated. 

Mr. Coir. Yes, Mr. Rains. It seems to me that, No. 1, the program 
has been carried out in a flexible manner by the agency. No. 2, it isa 
help to the communities, a real help tothem. No.3 is that it seems also 
to me that a community that asks for Federal assistance in the problem 
of assisting the people of the community to obtain better housing, 
should meet the same requirements in public housing as it meets in the 
FHA program or in the other program, the urban renewal program. 

I personally can’t see any real differentiation between the programs 
in the overall objective of providing decent housing in decent neigh- 
borhoods. Our great desire in this program of attempting to raise 
the level of living for the benefit of the community, to raise the level 
of living on the part of everyone, is to ask the communities to recog- 
nize that they have, not only responsibility but they have many things 
that they can accomplish to do this, and that if they only attack it in 
cne segment, one operation, using one of the facilities, they are not 
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complying or not meeting all of the things which they can do to help 
their community. 

We have found in a number of instances that the mayors, the offi- 
cials of the community, believe that the workable program has pointed 
up to the community what they can do, and they are very happy to 
have had the opportunity to plan to think together with all the seg- 
ments of the community, to determine what this can do to help their 
community. 

I think it would be a tragic error and I underscore it, it would be a 
tragic error if we say now to the communities, let’s return to the idea 
of just getting some kind of a project in your community and not 
looking at the community as a whole, for the benefit of all of the 
people involved. ‘This is for the benefit of the people who are in the 
lowest income classes, as well as the middle income and somewhat 
higher income. 

Mr. Rarns. I don’t think, Mr. Cole, that the Congress last year— 
and I know I don’t in my own viewpoint share the idea that we want 
to break down good city planning. But to those of us who represent 
districts which have small cities in them, and small towns, which do 
not have the personnel and cannot get it, the workable program pre- 
sents a great obstacle. Some of them are barely able to get the forms 
filled out. Now acity like New York, where you find almost as many 
housing specialists as you do in Washington, sure they can handle the 
workable program requirements, but if it is to be a nationwide pro- 
gram, the workable program requirements, such as ones that were in 
the regulations, would strangle the programs of small towns to death. 

That is the complaint we had, the committee had, and the Congress 
had before I think we could use a workable, workable program. You 
don’t visualize the same type of a workable program of land use 
planning, etc., in a big city that you do in a small community, do you? 

Mr. Cote. Mr. Rains, definitely no. We recognize that there is a 
great difference between the needs of a town of 2,000, let’s say, and a 
town of 10,000, a town of 200,000, etc. The workable program has 
been tailored to that differentiation in conditions. 

I feel very clearly that our regulations with respect to the workable 
program, if not now tailored to those needs, can be and are being 
tailored to those needs. Administratively, we must recognize that a 
small town such as the one that I came from, does not have city plan- 
ners. We have a city attorney who has a very small retainer—not 
enough to pay his office rent, frankly. We have a city clerk. Some 
of them have city managers. It must be tailored so that the small 
town can comply with the seven requirements, and the seven require- 
ments is community cooperation—well, that can be done in a small 
town as well as a big; that they have certain financial requirements 
sufficient to carry out some their operations; that they have some zon- 
ing and some codes. All towns have some zoning and some codes. 

In that regard, we don’t say that they must have a code, or zoning 
or ordinances that would be the same in all of the communities. We 
want them to look at what the community itself can do. 

Mr. Rarns. I believe we have more small towns in Alabama having 
approved workable programs than almost any other State. I may be 
wrong. 

I think you will find that true, with the exception of the State of 
Georgia. Take the mayor of the city of Birmingham, who is no 
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amateur, many years mayor of a city of over half a million people. 
He told our people if he had to go through all that again in public 
housing or slum clearance, all the planning and detail, etc., that he 
absolute wouldn’t have anything to do with it. I get the impression 
that it is too bogged down and too many requirements. Is that correct 
or not? 

Mr. Corr. Any program, Mr. Rains, may in the beginning have 
regulations and requirements that are unworkable. I don’t believe 
that is now the situation. Now you mentioned one particular town. 
I know of another town as large or larger than Birmingham, where 
the mayor was rather critical, shall I say critical of the workable 
program in the beginning. I understand now he is very happy about 
it and he makes the statement that the workable program has assisted 
the community, assisted the officials, has assisted him as the mayor in 
developing the things which they need. 

Really, I say this very flatly, all the workable programs do or 
should do is to ask the city to examine what they have and what they 
want to do, examine them as a whole, comprehensively, to determine 
that these are the things that might be done. There are no great 
problems of differentiation between the attitudes of the Federal Gov- 
ernment, or the locality. If we can merely point up to the cities that 
they have an opportunity, an opportunity to help rehabilitate, to con- 
serve, to consider, to think about, for instance, what they can do locally 
to help the people of this community, it seems to me to be a good thing 
rather than a bad thing. 

Mr. Ratns. Let’s move on to three other items, then I have got to 
quit. This proposition of 10 percent profit on 220 builder-sponsored 
projects 

Mr. Coir. May I interrupt a moment, sir ? 

We have a letter in that regard, Mr. Rains, we would like to in- 
troduce in the record. We wiil show it to you before we do. 

Mr. Rarns. In connection with what ? 

Mr. Corr. The workable program in Birmingham. 

Mr. Rats. I have that letter. It is in the hearings. I know the 
letter you are talking about. It was written by a very outstanding 
gentleman. He shares a different view. I will be glad to see it. I 
am sure it is the one which I received after we got back to Washington 
from the hearings in Birmingham. 

Mr. Cote. It may be. 

(The letter referred to above follows:) 





Housine AUTHORITY OF THE BIRMINGHAM DISTRICT 


Hon. ALRERT RAINS, 
Member of Congress, 
House Office Building, Washington, D. C. 


DeAR ALBERT: I am sorry that I did not get to see you while you were hold- 
in the hearing in Birmingham last Friday and Saturday. It appears from the 
newspapers that some people were criticizing the Housing and Home Finance 
Agency for some redtape and their requirements for a major change in the 
medical center original plan in Birmingham. 

As chairman of the housing authority of the Birmingham district, I wish to 
state that we have a very fine operation both in public housing and in our 
title I operations. The “small” change in the medical center plan as outlined 
before your committee is not by any manner of means a “small” change. In 
fact, it changed the entire plan and the Housing and Home Finance Agency, in 
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substance, rightfully stated that since this was a major change the new plan 
would have to be proven as to the economic feasibility of the project. 

The original plan for the extension of the medical center under title I of the 
Housing Act of 1949 had the endorsement of the trustees of the University of 
Alabaina, the then president of the University of Alabama and the then dean 
of the Medical College of Alabama. Of course, the economic feasibility of the 
project had to be proven to the Housing and Home Finance Agency before the 
application was approved and the money made available. 

I think that all of us should feel good over the fact that the Housing and 
Home Finance Agency is guarding the Treasury of the United States by having 
certain documentation made available for these projects before the applications 
are approved. Naturally none of us like a lot of redtape, but in the handling 
of public funds some redtape is, of course, necessary and desirable from the 
standpoint of the public good and to avoid criticism from enemies of any Govern- 
ment spending. I shudder to think what would happen to Federal funds if there 
were no strings or redtape attached to expenditures of such funds. Anything 
to cut out some of the redtape, if it is unnecessary, would be mighty fine. 
However, the housing authority of the Birmingham district has no criticism of 
the Housing and Home Finance Agency either of the regional office or the 
central office. Both have certainly cooperated with us in every possible way, 
and we want you to know that our relationship has been eminently satisfactory. 

Sincerely yours, 
J. ORLANDO OGLE, Chairman. 

Mr. Rarns. The 10 percent profit on 220 housing projects for build- 
ers: Mr. Mason, in New York and every place where we checked into 

220 projects, the complaint was—of course, I am sure this committee 
and I personally don’t want any mortgaging out, windfalls of any 
type—but they say that in the situation as it stands now in those areas, 
that they are not going into those projects unless they have some rea- 
sonable profit; that there is not enough incentive under the present 
setup. Is that true or not? 

Mr. Mason. Mr. Rains, I am sure that after your long experience 
with the construction industry, you know as well as I do that the con- 
struction industry expects to make a profit. It is an industry which 
has always been, should I say, one that was willing to take a chance. 

Mr. Rarns. They are entitled to a reasonable profit. 

Mr. Mason. They are entitled to a reasonable profit. It is an indus- 
try which can make or lose money, without regard to their estimates 
of cost in the first place. It is quite natural and understandable that 
these gentlemen, and I know very many of them, should ask for just 
as much as they can get. 

Mr. Ratns. We don’t want to do that. On conventional financing, 
isn’t 15 percent the usual profit ? 

Mr. Mason. No, sir; I am sorry to say I don’t believe that. figure 
is correct. We conduct studies on these matters all over the country 
and we find far more on these large jobs that do it for 5 or 6 percent 
than do it for the figure that you say. In fact, I don’t know that 
we find too many that do it for any such figure that approaches 15 
percent. 

Mr. Rarns. Are those builder-sponsored or are those general con- 
tractors that do it for 5 or 6 percent? 

Mr. Mason. I am talking about regular builders. 

Mr. Rarns. Does the record show that builders are going into the 
220 projects ? 

Mr. Mason. Yes, they are. We have very few projects that are 
cleared, where the land is ready for construction, where nobody has 
shown interest. In fact, I don’t know of any such project. The 
problem is not this one of profit to these builders. It is a problem of 
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getting the land and getting ready for the sponsor to go ahead, in our 
estimation. 

Mr. Ratns. What do you recommend? 

Mr. Mason. We are allowing in each area what builders in those 
areas usually get for similar jobs. 

Mr. Rarns. I don’t understand why a man in New York or a man 
in San Francisco ought not to have the same profit. The costs might 
be different, but there is no objection to a percentage profit, is there ? 

Mr. Mason. They are different, sir, whether it is reasonable or not. 

Mr. Ratns. Of course, Mr. Mason, I feel that if you can get them 
built at 3 percent profit, I am for that, but the main idea is to get some 
of them built, and is that one of the holdbacks, there is no incentive for 
the builder? 

Mr. Mason. I do not believe that difficulty is holding back any pro- 
ject at the present time. 

Mr. Rarns. One other question and then I am finished. 

The 213 cooperatives that we talked about a moment ago, and the 
changes which were in the bill which I introduced, you suggested 
that if you increased the cost of the unit that you would cut down 
the number of rooms per unit, is that correct ? 

Mr. Mason. Yes. The think that cooperative people have always 
complimented our program on is the fact that our cooperative pro- 
jects—and they are not great in number, but we have a substantial 
number, do run to more bedrooms, that is, large units than the average 
rental housing projects do. These projects we look at as the coopera- 
tive field looks at a cooperative program, as one of real ownership, 
where the individual is not a temporary tenant in a project, but a 
person who is going to live there, and he wants room, he wants room 
for his family. 

We didn’t come up with a lot of little 2-bedroom units and 1-bed- 
room units and efficiency units in the cooperative program, and we 
feel that under the present system, that we do get this larger number 
of rooms, and if we increase the per-room value that we permit, we 
would in fact encourage builders to build less bedrooms per unit. 

Mr. Ratns. Do you get the buildings done at the cost you have set ? 

Mr. Mason. We are not getting too much cooperative housing built, 
as you know. There are many reasons for this, and I do not believe 
this factor is the governing one. 

Mr. Rarns. I have no further questions. I will pass, Mr. Chair- 
man, 

The Cuatrman. In the last act we authorized 45,000 low-rent pub- 
lic housing units. How many of those units have been built? 

Mr. Core. I will ask Mr. Slusser to comment. 

Mr. Stusser. Mr. Chairman, as of April 30, about 42,000 have been 
granted preliminary loans, and we have until July 31 to complete the 
program. 

The Cuatrrman. They will all be committed then ? 

Mr. Suvsser. We believe they will be. We shall try if it is physi- 
cally possible to get them through the local authorities and through 
the regional office and through the central office. 

The CHatrman. You asked for 35,000 units for each year over a 
period of 2 years, a total of 70,000 units. Is that the request of the 
President ? 
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Mr. Coxe. Yes; that is the administration’s request, the President’s 
request. 

The Cirarrman. It has been approved by the Budget ? 

Mr. Coxe. Yes. 

The Cuamman. Do you think that is a reasonable amount to meet 
the needs or requests of the people who can advantageously use them ? 

Mr. Stusser. We believe it will be for the future, Mr. Chairman. 
The cities have turned considerably to the urban renewal program 
and slum-clearance program. It slowed them down. The applications 
coming in under this past year’s allocation have been done primarily 
because we had preliminary loans outstanding, and we invited those 
people in order to recover the Government’s investments in the pre- 
liminary loans that had been outstanding after they had been cutoff 
some time, I believe, in 1952 or 1953; Congress had stopped pre- 
liminary loans. Some of those were outstanding and money had been 
spent. We encouraged those people to go ahead with their programs 
in order that we might recoup the money that had been spent and that 
has given impetus to the previous program this year. That will not 
be true next year. A good part of that will have been used up. 

The Cuarrman. Isn't the request just as earnest in the big cities 
as it has been? Is there any subsidence of interest for this program 
in the big towns? 

Mr. Suusser. I would say there is somewhat a slowing down of it, 
yes, some of the larger cities where we have built considerable units, 
where they have city-aided and State-aided programs; I think that 
is recited in their construction starts. A good many of them that had 
programs under last year’s programs have not gotten their construc- 
tion starts under way as of this time. 

Mr. Woxcorr. Mr. Chairman, do you want us to take up the ques- 
tion of public housing now or later on ? 

The CHarrman. I just thought 

Mr. Wotcorr. You have an introduction to the subject. 

The CHairman. There is no limitation on what we take up here. 
I would like a little information on that subject. That is why I asked. 
He may not be here when it comes up. 

Mr. Ratns. You havea statement, do you, Mr. Slusser ‘ 

Mr. Stusser. Yes, sir. 

Mr. Cote. If the committee desires, we can read our public housing 
statement and take it up now, whatever is the will of the committee. 
Mr. Slusser is here. 

The Cuatrman. Dr. Talle. 

Mr. Tate. I will defer for the moment, Mr. Chairman. 

The Cuairman. Mr. O’Hara? 

Mr. O’Hara. May I ask the chair, is Mr. Cole going to be here 
tomorrow ? 

The CHarrmMan. It depends on how we get along. 

Mr. O’Hara. I am interested in a number of subjects, Mr. Chair- 
man. I know there are other members who may have questions. I 
am wondering if we couldn’t have an understanding as to time. 

The CHarman. If we don’t finish the hearing today, we will go 
over until tomorrow. We will do all we can this morning. 

Mr. Core. As the chairman knows, I will be here as long as the 
committee needs me, and the Commissioners testify. 
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The CHarman. I have no doubt that Mr. Cole will be back to- 
morrow. 

Mr. O’Hara. There are two matters especially that I wish to go 
into, Mr. Chairman. 

Mr. Core. We had planned, Mr. Chairman, as you know, to read 
each statement and then have questions submitted about each con- 
stituent agency. Weare now on FHA but, of course, we have opened 
up another subject, or the committee has. 

The Cuarrman. I will have to apologize to the committee for going 
into a territory which is not yet opened. We will proceed in an 
orderly fashion. 

Mr. Coie. I recognize it is difficult to do, Mr. Chairman. 

Mr. O’Hara. I am interested in two phases, Mr. Cole. 

First, there is the plight of the dislocated small-business tenant. 
You are acquainted with that problem, of course ¢ 

Mr. Corr. Yes. 

Mr. O’Hara. Have you any comment to make on that now, Mr. Cole? 

Mr. Core. I think the dislocated small-business tenant has a real 
problem in any program where the power of eminent domain is exer- 
cised, Mr. O'Hara. We find it difficult to differentiate between the 
dislocation of a small-business tenant in the urban renewal program 
and in any other eminent domain program, which either the Federal 
Government or the State government or the city government may 
undertake. 

Under the present law, it is possible to give limited assistance under 
certain circumstances to families who are dispossessed. This assist- 
ance can provide aid in transferring their property, their household 
goods from one place to another. This does not pay them for the dis- 
comfort involved, or anything of that sort. 

Now, in the suggestion that additional assistance be granted to small 
businesses by reason of their dislocation through the Government's 
exercise of its power of eminent domain comes the question of not only 
the cost of moving of the actual goods, but also payment for good will 
and possible loss of business. This seems to me to be a new concept in 
the idea of not only urban renewal, but a new concept in the idea of 
eminent domain. We think that the small business people might make 
some recommendations along this line. We have some question about 
the constitutionality of payment for good will. We do recognize that 
they suffer a considerable loss when they are asked to move by reason of 
an eminent domain proceeding, but we don’t see any way that we can 
make any recommendations at the present time. Mr. O'Hara. 

Mr. O’Hara. At the present time I am not so much concerned in 
payment for good will as I am for moving expenses, and also per- 
haps for making loans available to them for the reestablishment of 
their businesses. I think, Mr. Cole, you are acquainted with the sit- 
uation in the Hyde Park area ¢ 

Mr. Corr. Yes, Iam. 

Mr. O’Hara. There we have some merchants who have been estab- 
lished for many years. One woman has a bakery with 20 or 30 
thousand dollars worth of bakery equipment. It can’t be moved. It 
has practically no salvage value. 

Under the existing law, there is no way of giving these people 
anything for moving expenses because that would require, of course, 
State legislation and the legislature does not meet until January, and 
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in all probability legislation could not be had until next June, and 
the situation is immediate and to meet that situation I have intro- 
duced a bill to provide for the payment of moving expenses to these 
small business tenants and also making available to them low interest 
loans for the reestablishment of their businesses. 

This is emergency legislation. Would you have any opposition to 
that legislation, Mr. Cole? 

Mr. Coir. We are not in position to approve it, Mr. O'Hara. We 
don’t have any authority from the Bureau of the Budget. I would 
like to have Mr. Follin comment on it. Then we will see where we go 
from that. Mr, Follin is Commissioner of the Urban Renewal Admin- 
istration. 

Mr. O'Hara. I think a delegation from Chicago visited you last 
week, Mr. Follin. 

Mr. Fouury. It did, Mr. O'Hara. I commented on your bill very 
briefly, if you will ree all, at the hearing which was on last Thursday. 
It would differ from the method by which our urban renewal projects 
are carried out. These projects, as you well realize, are entirely local 
projects and all payments in the project are made by—all payments, 
Mr. Chairman, on the urban renewal project are made by the local pub- 
lic agency or department which carries it out. Then, of course, the 
costs after you get a final reckoning of the income and outgo are split, 
two-thirds Federal and one-third local. There is no method now estab- 
lished by which the Federal Government makes any payments to indi- 
vidual property owners or to those who perform service or contracts 
on an urban renewal project. Therefore, there is no way in which 
that could be carried out without setting up a special provision for 
the purpose. 

Mr. O'Hara. I can’t see any difference in the plight of these small 
business tenants from the plight of victims of disasters. There is no 
chance of getting necessary State legislation before next May or June. 
Here is an immediate situation. When you have an emergency you 
come up with emergency legislation. 

Mr. Fouur. That, of course, is a matter entirely for the committee 
to decide on, Mr. O’ Hara, and the Congress to decide. 

Mr. O'Hara. I appreciate that. What legitimate objection should 
vou raise to it ? 

Mr. Foun. I was simply pointing: out to you the situation as to 
how it is against the way the project is carried out. 

I also pointed out the other day, of course, that in passing that 
emergency legislation, you would be creating a precedent which might 
then be applied to all displacement by public actions. The highway 
program, which is about to be voted, of course, has the same sort of 
situations inherent in it and so do any programs of public domain in 
our cities, so you are, in considering it on the part of the committee and 
on the part of the Congress, I think you should take into account the 
repercussions throughout the whole city program. 

Mr. O’Hara. Didn’t the Congress set the pattern in the act of July 
14, I think in 1952, in regard to ‘properties t taken over by the military ? 
Moving expenses were paid to displaced persons, and the House cer- 

tainly ‘this year, in the matter of irrigation, passed a bill giving 
moving expenses to displaced owners and tenants. The pattern has 
already been set by Congress. 
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Mr. Fouur. Mr. O’Hara, of course, the pattern has been followed 
in the urban renewal program with respect to families. It does not 
apply to business firms, which is the point, of course, of your bill, so 
as far as families are concerned, there is consideration for the needs 
of the family in moving from the project area to the place where they 
are going to take up their permanent residence. 

Mr. O’Hara. Of course, you appreciate the serious situation of these 
small business tenants, and I understand the same situation exists in 
New York and elsewhere throughout the country. They are going 
to be thrown out of business entirely unless something is done to give 
them help, and the help must be coming immediately. 

Mr. Corte. Mr. O’Hara, we will give you a report on your bill 
before the committee undertakes its study of the pending legislation. 
We will be happy to do so. 

Mr. O’Hara. That will be within the next few days? 

Mr. Coir. Yes, we can do that. 

Mr. O’Hara. I appreciate that very much. I know, Mr. Cole, you 
are very sympathetic to the situation. 

Mr. Corr. I realize it is a very difficult problem and one which does 

cause considerable loss. That is, the application of the law does cause 
considerable loss to these small-business men. 

Mr. O’Hara. I am urging it now because if anything is done it will 
have to be done at once. I imagine this will be the only hearing we 
will have on my bill. 

The other matter that I am interested in, of course, is housing for 
the aged. I presume that property will be taken up when the com- 
mittee discusses public housing. 

Mr. Coir. Except, Mr. O'Hara, the FHA program is involved in 
this questioning now. If you want to discuss the FHA program for 
housing for the elderly, Mr. Mason is here ready to discuss that seg- 
ment of it. The public housing will come later. 

Mr. O'Hara. Then the housing for the aged is under discussion 
now ? 

Mr. Cote. Yes, for the FHA section of it—the insurance of loans 
for housing for the elderly under Mr. Widnall’s bill and under other 
bills, the direct loans by the Administrator for housing for the aged. 
I think this would norm: lly come under this segment in questioning. 

Mr. O’Hara. I am very much interested, as you know, in housing 
for the elderly and was the father of the first proposed legislation 
providing for public housing for them. It has been a matter very 
close to my heart. I will defer any further questioning on that until 
later. Thank you. 

The Cuatrman. Mr. McDonough ? 

Mr. McDonoven. No questions. 

The Cuatrman. Mrs. Sullivan ? 

Mrs. Sutnivan. I have just one question I would like to ask Mr. 
Cole or Mr. Mason, and that is with reference to housing for the 
elderly. 

I would like to know: Have you found the demand to be for single 
units, that is, individual homes for the elderly, or for multiple-family 
units? This is not in public housing. I am speaking of privately 
financed housing for the elderly. 
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Mr. Mason. Mrs. Sullivan, we find the need for both kinds of hous- 
ing. We have people who have become old who want to live in single- 
family houses. They have done this all their lives and they desire 
to keep on this way. 

We have other people who now wish to be less independent, wish 
to have people do things for them that they have previously done for 
themselves, wish the lawns to be mowed and that sort of thing to be 
done, and in these cases these people would rather live in rented units. 

We find quite a few of the aged who are now families of one instead 
of couples, and we find these people generally wish to live in rented 
units, but the need is there for both types, we believe. 

Mrs. Suuivan. It is interesting to hear you say that. For the 
last 4 years I have had heavy mail on housing for the elderly and 
especially for the single person, and that single person does not always 
mean just an elderly person, but I would say anywhere from 55 on 
up, but in this mail that I have received, which has been heavy, I 
have had, I would say, practically no demand for individual homes. 
They all, in fact, state that they would like to be able to find housing 
for themselves in a lower expense unit. 

The heavy demand has been for the multiple units. That is why 
I was very much interested in this idea under the FHA, for nonprofit 
organizations to be assisted in building those kind of homes or re- 
habilitating that type of building. 

Mr. Mason. We find interest among these nonprofit organizations 
also to build single-family housing for people, and not units, inter- 
estingly enough, but the bulk of their requests is for multifamily 
units. 

Mrs. Sutritvan. Thank you very much. 

Mr. Mason. You would be interested, I am sure, that many of those 
people tell us they don’t want to get too far away from the regular 
community, too. They want to mix in with the other people. 

Mrs. Sutiivan. Right in the town, yes. 

Mr. Brown (presiding). Mr. Widnall? 

Mr. Wipnatu. I would like to clear up something in my own mind 
about cooperative housing. Is it possible for an individual participat- 
ing in one unit of cooperative housing to finance that participation 
through an FHA loan? 

Mr. Mason. You mean there could be a single unit cooperative? 

Mr. Wipnatt. Your original loan in the cooperative goes to the 
builder-sponsor, doesn’t it? 

Mr. Mason. Yes, sir. 

Mr. Wipnatu. Supposing a person wants to buy a unit within the 
cooperative. Is it possible to finance that through a Government- 
insured loan ? 

Mr. Mason. The original loan goes to a cooperative organization, 
Mr. Widnall. 

Mr. Wipnatt. I understand that, but can an individual move into 
1 cooperative and finance his participation through an insured loan? 

Mr. Mason. We have two types of cooperatives, Mr. Widnall. The 
single family sales type of cooperative, and the management type. 
In the management type, the individual under the FHA program does 
not have a proprietary interest in one particular piece of property. 
Ife is a joint owner with other people. In the sales type cooperative, 
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he does acquire an individual loan, which he finances himself on his 
property, after the builder-sponsor has built the project, the builder- 
sponsor being a cooperative group. 

Mr. Wipnatu. Can that be financed under the same terms that you 
can finance an individual dwelling through any type of Government- 
insured loan ? 

Mr. Mason. Yes. It is financed on the same general sort of terms 
that our single-family housing program is financed, a little bit more 
desirably, in fact, than the 203 program. 

Mr. WipNALL. The individual purchasing in a cooperative. 

Mr. Mason. The individual purchasing in a sales type cooperative. 
It is a single-family house that we are talking about and not a unit 
ina multifamily structure. 

Mr. Wripnatu. I would like to defer further questioning until 
later. 

Mr. O’Hara (presiding). Mr, Fountain. 

Mr. Fountarn. One question, Mr. Chairman. As I understand 
your position, the question of providing a thousand units for the 
elderly is one which should be left to local authorities whom you con- 
sider in better position to determine how they should be allocated ? 

Mr. Coir. Yes. In the public housing field. 

Mr. Fountratn. The units should be allocated to the elderly 
people? 

Mr. Corr. In the public honsing field. 

Mr. Fountain. That isall, Mr. Chairman. 

Mr. O’Hara. Mr. Betts? 

Mr. Betts. Mr. Cole, I was interested in the answers to some ques- 
tions between you and Mr. O’Hara as to moving small business. Do 
I understand there is no compensation for goodwill ¢ 

Mr. Corr. No; there is generally no compensation for goodwill 
in eminent domain. 

Mr. Berrs. It seems to me that as far as a real small business 1s 
concerned, that is all there is to it. You take a corner drugstore, if 
the proprietor is put out of business, and has to move into a neighbor- 
hood that is surrounded by other established drugstores, it seems to 
me that he has lost his goodwill. He can’t take that over where there 
is other goodwill established. 

Mr. Core. I must agree it is in many cases a hardship, Mr. Betts. 
May I say in some cases it might help him. If this urban renewal 
area is rebuilt and if he is able to go back into business here, he might 
have a better business, but I must recognize though, that it is a hard- 
ship on the small-business man. This is a tradition, a legislative tra- 
dition, probably a constitutional question that has been in effect from 
time immemorial. 

Mr. Betts. It just occurred to me if we are going to have a big 
program in the interest of public welfare, we can’t do it by trampling 
over the interests of individuals that are established. I hope that if 
we are going into this maybe something could be done that maybe 
does benefit some of them. It seems to me we have got to protect the 
ones its doesn’t benefit. Are there any steps being taken along that 
line? 

Mr. Corz. We are not making any proposals to change the law, 
Mr. Betts. We see so many extremely difficult problems involved in 
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it; as I told Mr. O’Hara, the agency will make a report on this pro- 
posal prior to the time the committee begins its executive session. 
It has some wide ramifications. 

Mr. Berrs. I appreciate that. I don’t know whether it is the time 
to get into this or not, but I think all the members have been receiving 
mail on this from fire underwriters relating to this FHA self-insur- 
ance. Have you any comments to make on that ? 

Mr. Corr. This is not in my judgment or Mr. Mason’s judgment— 
I think I can speak for him at the moment—the Government getting 
into business. This is the Government merely saving some money 
by assuming the risk of loss on property which it owns, : and it seems to 
me to be a proper recommendation. We just want to save some 
money. The record shows that premiums paid insurance companies 
have amounted to over 10 times FHA’s losses, 

Mr. Mason. Could I comment to Mr. Betts on this, that the average 
fire underwriter doesn’t get into FHA business anyway, that all FHA 
business is placed with a group of companies which write policies for 
us, that we do no business with the local man, although the local 
man gets credited with the premium in case he is the agent for that 
company, but it is not a program in which many small-business men 
take part, even at the present time, so any harm that comes to small- 
business men is very small in this proposed change. This only affects 
a few of the very large underwriters. 

Mr. Betrs. I am glad to hear that, because it looked to me like it 
was the Government getting in business. 

Mr. Mason. If we were going into each locality each time we wrote 
an insurance policy and jetting this insurance locally, it would be 
one thing, but that is not the way we have ever operated. 

Mr. Berrs. I don’t quite understand how it operates though, It 
actually is a matter of Government getting into business. 

Mr. Mason. At the time FHA started, the Home Owners Loan 
Corporation was in existence, and it had already developed a method 
of carrying its insurance through an associ iation of hazard insurance 
companies. I am sure you re: alize that in the business of a central 
Washington agency doing business all over this country, we have to 
be sure we have fire insurance written at proper rates. 

Placing this volume of business that you see here is a substantial 
amount and results over the years in millions of dollars worth of 
premiums. The fire-insurance company group which they already 
had arranged to do business direct with FHA. There are about 160 
companies, but national companies, and not the local businessman. 

Mr. Berrs. If you do away with that under this program you have 
suggested here, wouldn’t you have to establish a new agency? 

Mr. Mason. No. We simply have a fund. Congress tells us we can 
do this. 

Mr. Berrs. I was interested in that. Frankly, I don’t think the 
test is whether or not you are saving money. The test is whether or 
not you are putting the Government in business. 

Mr. Core. You might consider that as putting the Government in 
business. It is only property owned by the Government, Mr. Betts. 

Mr. Berrs. I understand. 

Mr. Corr. It is self-insurance. We don’t compete with the insurance 
companies. We just stand our own losses. It doesn’t seem to me it 
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is competition. It’s just that we save money by not buying the insu 
ance and setting up our own reserve for losses, 

Mr. Berrs. The private underwriters can do it: is that right / 

Mr. Cotx. Yes; and are. 

Mr. Berrs. You might think I was critical. 

Mr. Corr. I think this is the time to raise this question. It should 
be raised. 

Mr. Berrs. I have always been enthusiastic about your agency. 
simply throw out these questions because I thought they were im 
portant. 

Mr. Coir. Any corporation doing enough business, having enough 
property, enough diversified risk, would do the same thing in m) 
opinion. Many of them do. They carry their own reserves instead 
of buying insurance. I might add that this proposal was recom 
mended by the Comptroller General. 

Mr. Berrs. That is all I have. 

Mr. O'Hara. Mr. McVey? 

Mr. McVey. Thank you, Mr. Chairman. 

Mr. Cole, I have been pondering over one question. As you know, 
on the floor of the House we have a great many Members who are 
opposed to public housing generally. The votes are pretty evenly 
divided on that subject in the House of Representatives. I do find 
much more sentiment in favor of some sort of housing for the aged 
than I do for public housing generally. 

Yet when housing for the aged is mixed up with a bill like 10157, 
one must either vote for the whole bill or vote against housing for the 
aged. Would you like to comment upon the advisability of having » 
separate bill for the housing of the aged ¢ 

Mr. Core. Well, this would be a matter which the committee would 
have to decide, and I don’t want to undertake to tell the committee 
how they should consider housing legislation. Quite honestly, we 
know that certain segments of the biJl are controversial and certain 
segments of the bill are not controversial and just from the point of 
view of a man who would be interested in having Congress adopt his 
point of view, naturally some segments of the bill might be separated 
so that they could be separately considered. 

On the basis of the besthandling of legislation, I don’t know whether 
the committee could start to segmentize the legislation, Mr. McVey. 
If you suggest that you segmentize it by making this one section a 
separate bill, then you have got the question of Fannie May as a 
separate bill and the question of public housing as a separate bill and 
the question of FHA asa separate bill. 

I believe I would ask you not to ask me that question, because I 
don’t think I could usurp the judgment of the committee on it. I 
suppose another frank statement should be made. 

We, in the Administration, have asked Mr. Widnall to introduce 
the legislation which is approved by the Administration, which 1s 
one bill, and it seems to me that this is the way the Congress wants to 
do it and it seems to me that possibly it is the only way we can get it 
done. I don’t knéw whether that makes sense to you or not. I 
am talking to you now as an Administrator, and not as an individual 
who would like to see certain parts of the bill segmentize wa 

Mr. Wotcorr. Mr. McVey, I suggest you suggest to Mr. Cole he 
speak as a former member of this committee. 

77603—50——6 
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Mr. McVey. That is all, Mr. Chairman. 

Mr. O'Hara. Mr. Hiestand ? 

Mr. Hresranp. Mr. Mason, would you mind dictating a statement 
of your thoughts in response to Mr. Betts’ question on insurance that 
we may all have clearly the attitude ? 

Mr. Mason. I would be very happy to. Thank you very much. 

(The data requested above follows :) 


FHA Fire anp Hazarp Loss Funp 


The proposal for a fire and hazard loss fund to be administered by the Federal 
Housing Administration would be limited in its operations to covering the risks 
of hazard losses to FHA with respect only to those properties to which the 
FHA Commissioner holds title. No authority is provided by this proposal 
which would permit FHA to engage in the business of selling insurance against 
fire and hazard losses in competition with private interests. Even those prop- 
erties on which mortgages are held by the Commissioner preparatory to fore- 
closure by FHA would not be eligible for fire or other hazard insurance pro- 
tection from this fund, but would necessarily obtain insurance coverage from 
regular commercial sources. 

The legislative proposal contemplates FHA self-insurance on its own proper- 
ties, which is in keeping with the general policy of the Federal Government with 
respect to Government-owned properties. The purpose of the fund is solely 
that of enabling a pooling of the hazard risks on all FHA-held properties so 
that the burdens of a system of self-insurance of these risks can be equitably 
distributed among all owned properties. In performing this function, the fire 
and hazard loss fund might perhaps best be visualized as an interfund account 
through which the burden of hazard losses is equitably distributed to individual 
acquired property accounts and, through them, to the respective insurance 
funds. 

The prime objective of self-insurance on Commissioner-held properties is, of 
course, economy and efficiency in the performance of the Commissioner’s respon- 
~ibility for management and disposition of properties acquired under the terms 
of mortgage insurance contracts. During more than 18 years from 1937 to 
late 1955, FHA paid hazard insurance premiums amounting to $1,698,631.58 under 
the procedures for using commercial hazard insurance protection with respect 
to FHA-held properties. Claims paid under these insurance arrangements 
amounted to only $161,574.27, or 9.5 percent of aggregate premiums paid. Dur- 
ing the 5 years and 10 months ending September 30, 1955, FHA hazard premium 
payments totaled $1,442,000 and losses paid aggregated $111,000—a loss ratio of 
under 8 per cent. The annual relation of premium payments to claim payments 
in recent years has been as follows: 
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The agency currently holds title to about 5,000 properties containing about 
15,000 units and having book values exceeding $100 million. These properties 
are located in almost every State and major city in the Nation. The aggregate 
value of properties held has ranged upward from $60 million for over 3 
years. An inventory of properties of this magnitude is ample to warrant self- 
insurance, and private owners of scattered and diversified properties in such 
numbers would, as a rule, operate on a self-insurance’ basis as a means of 
minimizing hazard expenses. 

Because of the constant turnover of properties held by the FHA Commissioner, 
the maintenance of commercial insurance involves a great amount of short-rate 
terminations of insurance policies. This procedure not only increases the pro 
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rata cost of insurance coverage for FHA but no doubt involves disproportionately 
increased operating expenses for the insuring companies. An internal agency 
operated self-insurance system will permit such conditions to be adjusted with 
a minimum of inconvenience and administrative expense. 

While details of operation for the fire and hazard loss fund have not been 
determined, it is contemplated that charges would be either at a flat rate per 
unit or at a constant proportion of appropriate commercial premium rates. By 
the most simplified accounting that will meet the needs of the agency, annual 
charges will be made by the fund against individual property accounts. In the 
event of a loss, reimbursement will be from the fund to the individual property 
account either for restoration of the damage or for providing resources for 
liquidation of the account. 

Annual charges would initially be established at perhaps half the level of 
present premium rates, with subsequent adjustments to be made on the basis 
of accumulating actuarial experience. 

At least in the early period of operation, the fund would probably make con- 
tracts for reinsurance of the larger risks, probably to cover the amount of 
individual losses which exceed some specified minimum, such as $50,000 or 
$100,000 or $500,000. The legislative proposal is worded to permit such reinsur- 
ance with private hazard insurance carriers. 

Mr. Hiesranv. I would appreciate it. ‘That is all, Mr. Chairman. 

Mr. O’Hara. Are there any further questions? If not, the com- 
mittee will adjourn until 2 o’clock this afternoon, 

(Whereupon, at 12:03 p. m., the committee recessed to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., Monday, May 7, 1956, 
pursuant. to recess, the Honorable Paul Brown (acting chairman), 
presiding. ) 

Members present during the afternoon session: 

The Honorable Mr. Spence, Mr. Brown, Mr. Rains, Mr. Multer, Mr. 
O'Hara, Mrs. Sullivan, Mr. Holland, Mr. Wolcott, Mr. Talle, Mr. 
McDonough, Mr. Widnall, Mr. Betts, Mr. McVey, Mr. Hiestand, and 
Mr. Nicholson. 

Mr. Brown. The committee will come to order. Mr. Cole, you may 
proceed, 

Mr. Atsert M. Coie (Administrator, Housing and Home Finance 
Agency), Mr. Chairman, Mr. Baughman, president of the Federal 
National Mortgage Association, is ready to read his statement, subject 
to the chairman’s wish. 

Mr. Brown. You may proceed, Mr. Baughman. 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baucuman. Mr. Chairman and members of the committee, my 
name isJ. Stanley Baughman. My purpose today is to discuss certain 
proposed legislation which would affect the Federal National Mort- 
gage Association, of which I am the president. 

I shall preface my remarks with a short statement concerning the 
present corporation. As you know, the Federal National Mortgage 
Association Charter Act, enacted in 1954, rechartered the association. 
Under its present congressional charter FNMA carries on three wholly 
separate activities: (1) The secondary market operations, (2) the 
special assistance functions, and (3) the management and liquidating 








78 HOUSING ACT OF 1956 


functions. The independence of each of these three activities from 
the others is to be stressed. The situation is virtually as though there 
were three separate corporations. Each of the three has its own assets 
and liabilities and its own borrowing authority. The FNMA Charter 
Act imposes separate accountability with respect to each, and neither 
the management and liquidating functions nor the special assistance 
functions have any recourse to the corporate capitalization—that is, 
the capitalization pertains exclusively to the secondary market 
operations. 

The special assistance functions and the management and liqui- 
dating functions are carried on solely for the account and in behalf 
of the Government. With respect to the secondary market operations, 
I think it is important to note that the corporate charter provides the 
machinery whereby in time they will qualify to become privately 
owned. Meanwhile there is to be the closest possible analogy of the 
secondary market operations to a like private-enterprise organization, 
so that there will be only a minimum of dependence on the Federa| 
Government. For example, the association pays into the Treasury an 
amount equal to the Federal income taxes to which its secondary 
market operations would be subject if the association were not exempt 
from such taxes. 

H. R. 9537 contains all the changes that we believe are needed and 
that we recommend with respect to the existing legislation governing 
the operations of FNMA. H. R. 10157 duplicates to an extent some 
of the provisions of H. R. 9537. However, H. R. 10157 contains 
certain additional proposals upon which I shall comment in the 
course of this statement. 

Section 201 (a) of H. R. 10157 proposes to make inoperative the 
provision in the FNMA Charter Act which limits mortgage pur- 
chases to mortgages not exceeding $15,000 for each family residence or 
dwelling unit, with respect to Alaska, Guam, Hawaii, and armed 
services housing mortgages. 

It is my information that FNMA’s present $15,000 limitation is 
preventing the financing of needed housing in Alaska, Guam, and 
Hawaii, because of the high building costs that obtain in those places. 
It is my opinion that the $15,000 limitation ought to be removed 
with respect to mortgages on property located in those areas. Also, 
we would interpose no objection to the removal of the limitation 
with respect to armed services housing mortgages. 

The fact that H. R. 10157 does not exempt generally FNMA’s 
purchases under its secondary-market operations from the $15,000 
mortgage amount limitation constitutes a shortcoming in the bill, 
in our opinion. The purposes of the secondary-market operations 
could be better accomplished if the limitation were removed, leaving 
the limits applicable to the FHA and the VA to control. 

For this purpose we strongly recommend section 201 of H. R. 9537 
because we believe that the present $15,000 limitation is inconsistent 
with the overall objective of the FNMA Charter Act that the sec- 
ondary-market operations be conducted in such a manner as to develop 
them into an adequate private-enterprise organization. It must be 
remembered that the primary sources of the funds used in the sec- 
ondary-market operations are private sources, that is to say, the 
funds are obtained by the sale to private investors of corporate 
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debentures, not guaranteed by the Government, and from the proceeds 
of subscriptions to FNMA’s common stock. 

The removal of the limitation as to mortgages purchased under 
the secondary-market operations would serve to encourage trans- 
actions involving greatly needed dwellings having three or more 
bedrooms for larger families, and also housing constructed in high- 
cost areas. At the present time, the $15,000 limitation precludes the 
holders of mortgages covering property in high-cost areas—which 
include many of our larger cities—from using FNMA as the source 
of liquidity which the FNMA Charter Act contemplates. 

The suggested removal of the $15,000 limitation from the secondary- 
market operations would not only give sellers a wider area in which 
to operate by providing an added outlet for the larger mortgages, 
but would also enable the Association to acquire a portfolio which 
would be more diversified in character. The result would be that 
the possibilities of FNMA’s reselling the mortgages would be en- 
hanced and the prospects of interesting private capital in the opera- 
tions would be improved. The resulting increased rate at which the 
portfolio could revolve should increase the rate of subscriptions to 
FNMA/’s capital stock and hasten the transition from Government 
operation to private operation. 

For the reasons stated, we recommend that section 201 of H. R. 
9537 be enacted and that section 201 (a) of H. R. 10157 not be enacted. 
If desired, section 201 of H. R. 9537 could be amended by inserting 
after “Hawaii,” the following: “or mortgages insured under section 
803 of this act,” 

Next I will comment on section 201 (b) of H. R. 10157 which would 
change the present stock subscription requirement under the sec- 
ondary-market operations which now reads— 
not less than 3 per centum of the unpaid principal amount of mortgages. * * *, 
or such greater percentage as may from time to time be determined by the 
Association— 


so that it would read— 
not more than 2 per centum of the unpaid principal amount of mortgages * * *. 

While a 2-percent capital-stock requirement may be reasonable at 
the present time, I am of the opinion that it may very well be too 
low for use as an arbitrary maximum over an appreciable period 
of time. 

We think that FNMA’s Board of Directors should have discretion 
to operate the secondary-market operations in conformity with the 
overall objective of the FNMA Charter Act that the secondary- 
market operations be conducted so as to develop them within a reason- 
able time into a private-enterprise organization. Presumably the 
establishment of a relatively high rate of common-stock subscrip- 
tion was intended and expected to speed the transferring of the sec- 
ondary-market operations to private ownership. Under some cir- 
cumstances a reduction in the rate would result in a postponement 
of the transfer. On the other hand, under different circumstances, 
a reduction would result in an increase in the total of stock subscrip- 
tions and would speed the transfer. The Board of Directors ought 
to have such discretion as is necessary to vary the stock subseription 
rate in the light of the circumstances that obtain from time to time. 
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Also, discretion in the Board of Directors would enable it to carry 
out much better than would otherwise be possible the objective stated 
in the Charter Act that the Association p ea prevent excessive use 
of the facilities offered under its secondary market operations. 

We recommend the enactment of section 202 of H. R. 9537, and we 
recommend against the adoption of section 201 (b) of H. R. 10157. 
The recommended language, as contained in section 202 of H. R. 9537, 
would leave the necessary discretion in FNMA’s Board of Directors 
to determine the rate at which mortgage sellers would subscribe to 
FN MA’s common stock. 

Section 201 (c) (1) of H. R. 10157 would authorize FNMA to issue 
what I shall call “standby” commitments, in conducting the secondary 
market operations. The provision states that the commitments— 
shall be issued at prices which are sufficient to facilitate advanced planning of 
home construction, but which are sufficiently below the price then offered by 
the Association for immediate purchase to prevent excessive sales to the Asso- 
ciation pursuant to such commitments. 

Since the commitment holders would not be obligated to deliver the 
mortgages involved, the mortgages will be delivered only if more 
satisfactory prices cannot otherwise be obtained. 

We have generally advised against FNMA’s being authorized to 
issue advance commitments to purchase mortgages in its secondary 
market operations. The principal objections have been that such a 
procedure tends to draw FNMA nearer to the originating or primary 
market and away from its basic purpose of providing supplementary 
assistance to the general secondary mortgage market, and that it tends 
to place FNMA more nearly in direct competition with mortgage 
investors. 

However, we have less objection to the standby commitment provi- 
sion in H. R. 10157 than to proposals involving what I shall call “firm” 
commitments. By firm commitment, I am referring to a commit- 
ment at a price sufficiently high so that the purchaser must anticipate 
and expect delivery of the mortgage under the commitment. 

It might be possible for FNMA to carry on a commitment activity 
of the type contemplated in section 201 (c) (1) of H. R. 10157 without 
being put to the necessity of greatly increasing its borrowings to ob- 
tain funds for purchasing mortgages. Nevertheless, FNMA would 
necessarily have to earmark or set aside, from its unused borrowing 
authority under the FNMA Charter Act or from funds otherwise 
available, sufficient amounts to cover commitments outstanding as a 
result of the standby activity. Management discretion would, of 
course, have to be exercised to control the overall amount of outstand- 
ing commitments. Otherwise, there might not be available sufficient 
resources to conduct the immediate purchase activities of the secondary 
market operations. 

At this time, I should like to recommend the enactment of section 
203 of TH. R. 9537. Under its present charter, FNMA is required to 
establish its secondary market operations purchase prices “at the 
market price” for the particular class of mortgages involved, as deter- 
mined by FNMA. The change proposed by section 203 of H. R. 9537 
would strike out the phrase “at the market price” in the second sen- 
tence, and insert in lieu thereof the phrase “within the range of market 
prices.” 
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You may desire some comment on the manner in which FNMA now 
carries out the charter-imposed obligation to establish its secondary 
market operations purchase prices “at the market price for the par- 
ticular class of mortgages involved, as determined by the association.” 
It is quite universally recognized, I believe, that the general secondary 
mortgage market is not an organized market like the stock market 
or the grain market and does not provide prices on a uniform national 
basis. Accordingly, FNMA requests a volume of private buyers and 
sellers of mortgages at many locations throughout the Nation to dis- 
close periodically the pricing details of private sales transactions. 

The information which FNMA gathers periodically concerning the 
pricing details of individual private sales discloses that transactions 
are effected within a range of prices. FNMA now determines the 
market price by ascertaining and establishing what it considers to be 
average market prices within the price ranges. 

Experience gained by FNMA since the pricing provision of the 
Charter Act became effective, November 1, 1954, has indicated that 
the pricing factors affecting individual mortgages or groups of mort- 
gages are so diverse that it is not practicable to comply literally with 
the requirement that prices be established “at the market price.” It is 
practicable, however, to ascertain ranges of market prices from time 
to time. Accordingly, we recommend that the charter be changed as 
| have indicated by the enactment of section 203 of H. R. 9537. 

In studying H. R. 10157, we have noted that it contains no provision 
similar to section 205 of H. R. 9537 which would eliminate obsolete 
charter provisions. The latter is a desirable technical amendment 
of section 306 of the FNMA Charter Act, and we recommend its 
adoption. 

Section 201 (d) of H. R. 10157 would require that FNMA pay 
par (100) for all mortgages purchased under its special assistance 
functions from the date of enactment of the bill until June 80, 1957. 

We recommend very strongly against the enactment of this proposal. 

In explaining our position, I will say, first, by way of information, 
that the applicable purchase prices under FNM. A’s special assistance 
functions are 9914 for armed services housing mortgages (title VIIT) 
and 99 for all other mortgages. 

The special assistance functions assuredly have a definite purpose 
in the Government’s overall housing program. However, we believe 
these functions should supplement, but not supplant, the activities of 
private enterprise in the financing of the housing involved. We be- 
lieve the special assistance functions should be made available to the 
extent that the activities of private enterprise organizations cannot 
suffice. It is clear, consequently, that FNMA’s purchase prices, as 
well as its purchase requirements, are a vital factor in determining 
the extent to which private capital will be utilized and in determining 
the extent to which Government-supplied funds, as contrasted to pri- 
vate capital, will be needed for mortgage transactions with respect to 
which assistance is offered under special assistance functions. If 
FNMA’s purchase prices and requirements were so liberal as to be 
substantially more advantageous to mortgage originators than the 
terms offered by secondary market lenders generally in similar trans- 
actions, virtually all of the mortgages involved would be offered to 
FNMA. Consequently, the Government would almost certainly be 
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providing financing which private enterprise might otherwise be will- 
ing to undertake. 

Section 201 (d) of H. R. 10157 would, in effect, require FNMA to 
carry out a support program for mortgages under its special assistance 
functions—a support program similar to that carried on by FNMA 
prior to its rechartering in 1954 under the FNMA Charter Act. These 
former activities of FNMA resulted in a tremendous outlay of Govern- 
ment funds and the present large portfolio of FNMA’s management 
and liquidating functions. FNMA received severe criticism of the 
earlier support operations, and restrictive legislation was enacted by 
the Congress. FNMA still holds under its management and liquidat- 
ing functions approximately $2.5 billion in FHA and VA mortgages 
acquired under the prior support operations. 

Under existing market conditions, if FNMA were to pay a par price 
for mortgages under its special assistance functions, virtually all of 
the mortgages eligible would be offered to FNMA and would be pur- 
chased by it, so long as its funds lasted. Many private investors and 
large amounts of private investment funds would be driven away from 
the market for these mortgages and into other investment outlets. In 
consequence, FNMA would surely be providing financing which pri- 
vate enterprise might otherwise have been willing to undertake. It is 
a certainty, in our view, that more and more Government funds would 
be required to finance the mortgages. 

Another reason for our recommendation against the requirement of 
par prices under the Special Assistance Functions is based on the un- 
derstanding that it was never, and is not now, intended that FNMA 
purchase mortgages for permanent investment. On the contrary, it 
has always been understood that FNMA is expected to resell certainly 
2 large portion of the mortgages that it purchases, thus making its 
portfolio revolve and holding to a minimum the Government’s invest- 
ment in the portfolio. Our understanding arises out of the entire leg- 
islative history of FNMA, which clearly points to the conclusion I 
have expressed. It is obvious that if the par purchase price provision 
were enacted, there would be an increased probability of losses on the 
part of FNMA in conducting its special assistance functions. Fur- 
thermore, the losses would be in the face of the provision now con- 
tained in section 305 (b) of the FNMA Charter Act to the effect that 
operations under the special assistance functions should be fully self- 
supporting—which H. R. 10157 does not propose to repeal. 

[f the committee adheres to section 201 (d) of H. R. 10157, notwith- 
standing the reasons I have just advanced against its enactment, we 
urge a technical modification by which the language of the exception 
contained therein would be directed to contracts for the purchase of 
mortgages. rather than to purchases as such, so that the exception 
would read as follows: 
except that in no event shall the Association enter into a commitment or other 
contract, during the period beginning on the date of the enactment of the Housing 
Act of 1956 and ending June 30, 1957, for the purchase of any such mortgage at 
less than 100 per centum of the unpaid principal amount thereof at the time of 
purchase, with adjustments for interest and any comparable items. 

Under the foregoing language, it would be clear that the purchase price 
agreed upon in a commitment or other contract would apply when the 
related mortgage is delivered for purchase pursuant to such contract— 
whether delivery should occur during the stipulated period pursuant 
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to agreement entered into before the period commenced, or after the 
stipulated period purshuant to agreement entered into during the 
period. The change that I suggest is of considerable importance be 
cause all purchases are pursuant to commitments or other contracts. 

Section 201 (e) of H. R. 10157 would increase to $400 million—from 
the present $200 million—the total of purchases and commitments that 
may be outstanding at any one time under programs authorized by the 
President for performance under the special assistance functions. We 
believe that even more than $200 million increase would be needed if 
FNMA were to be required to pay a par price for mortgages, as is pro- 
posed in section 201 (d) of H. R. 10157. In view of our strong recom- 
mendation against enactment of the par purchase price proposal, we 
recommend against the enactment of this epee at this time. 

Next in order I wish to consider section 201 (f) of H. R. 10157. It 
would amend section 305 (e) of the FNMA Charter Act, which 
authorizes FNMA to have outstanding at any one time commitments 
in the amount of $50 million for the purchase of mortgages insured 
under section 213 of the National Housing Act. U nder the present 
charter provision, the amount available for any 1 State is restricted 
to$5 million. The proposed amendment would modify the $5 million 
State authorization so that it would revolve, as does the $50 million 
overall authorization. 

We wish to interpose the comment—which reaches to a very im 
portant matter, although it is of a technical nature—that the proposal 
would not provide an effective overall dollar limitation or ceiling 
on the funds to be used in purchasing mortgages insured under section 
215. With both the $50 million overall authorization and the 5 
million authorization revolving, there would be no substantial limit 
or ceiling on the aggregate amount of Government funds to be placed 
in mortgage under the authority. The only control would be the 
slight one resulting from the rate at which construction could be com- 
pleted. This would merely affect the flow of funds and would not 
limit to any significant extent the ultimate dollar amount of mortgage 
purchases outstanding. We would make no objection to the amend- 
ment if it specified some appropriate overall limit on the maximum 
amount of purchases and commitments to be outstanding at any one 
time. It is our recommendation that section 201 (/) of H. R. 10157 
be amended to read substantially as set forth in exhibit A which I 
request be included in the record. 

That is attached to the statement, exhibit A. May I have permission 
to include in the record the amendment attached as exhibit A? 

Mr. Brown. That may be done. 

(Exhibit A is as follows :) 


ExHIsBIT A 


(f) Section 305 (e) of such act is hereby amended by striking subsection (e) 
and substituting the following: 

“(e) Notwithstanding any other provision of this act, the Association is author- 
ized to make commitments to purchase and to purchase, service, or sell, any 
mortgage that is insured under section 213 of this act, as amended. The total 
amount of purchases and commitments made by the Association under this sub- 
Section shall not exceed $50 million outstanding at any one time: Provided, 
That with respect to such mortgages covering properties located in any one State, 
not more than $5 million of commitments authorized under this subsection shall 
be outstanding at any one time.” 
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Mr. Baveuman. Section 201 (g) of H. R. 10157 would amend the 
FNMA Charter Act by adding to section 305 a new subsection desig- 
nated (g). The subsection would provide a $50 million revolving 
authorization under the special assistance functions to finance mort- 
gages insured by FHA under section 203 (7) of the National Housing 
Act, which relates to low-cost housing in outlying and rural areas 
and in small communities. 

We recommend against the enactment of this provision. 

In view of the par purchase price provision of the bill, which I have 
already commented on, this provision would result in a support pro- 
gram for section 203 (7) mortgages. It is our opinion that there is 
nothing with respect to section 203 (7) mortgages or with respect to 
the national economy that dictates a need for this proposed support 
program. We believe that 414 percent interest rate on these mortgages 
plus their 14 percent service fee makes them advantageous to mortgage 
investors and precludes any need for the support program contem- 
plated. 

I should perhaps point out, in this connection, that FNMA under its 
secondary market operations is currently providing an effective aid 
in the financing of these section 203 (7) mortgages. It would be very 
unwise, we believe, to substitute the support program contemplated, 
which would be financed with Treasury funds, for the well-conceived 
financial aid FNMA is already making available for these mortgages. 

Section 202 of H. R. 10157 would also affect FNMA in that it 1m- 
poses certain agency duties. The section would amend the National 
Service Life Insurance Act of 1940 to authorize the Secretary of the 
‘Treasury, in behalf of the National Service Life Insurance Fund to 
purchase mortgages guaranteed under the Servicemen’s Readjustment 
Act of 1944. It would authorize the Secretary of the Treasury— 
to invest and reinvest not in excess of 10 per centum of such fund by purchasing 
loans which are guaranteed pursuant to section 501 of the Servicemen’s Readjust- 
ment Act * * * and which are secured by property located in geographic areas 
where private capital is found by the Secretary to be generally available for 
guaranteed loans only at an excessive discount, in order to stabilize the price at 
which such loans generally will be salable to investors. The price to be paid for 
such loans shall not exceed the unpaid principal balance thereof, plus accrued 
interest * * * No such loan shall be purchased hereunder after July 25, 1957, 
except pursuant to an agreement to purchase made on or before such date * * * 
and loans so purchased may be sold for an amount not less than the unpaid 
principal balance plus accrued interest. 

It is clearly implied in the language just quoted that the loans are 
to be purchased at prices higher than the applicable market prices 
would require. 

We think it would be wrong to require the Secretary of the Treas- 
ury, acting as a trustee for the National Service Life Insurance Fund, 
to perform a fiduciary act not entirely consistent with the welfare and 
best interests of the policyholders and other beneficiaries of the fund. 
A well-established legal principle requires that a trustee make his 
investment acquisitions on the most advantageous available terms, 
according to the circumstances, so that a maximum yield might be 
obtained from the selected eligible investments. We think it is self- 
evident that the duties of a trustee to obtain such yield may well prove 
to be inconsistent with the bill’s stated primary objective of stabiliz- 
ing mortgage market prices. To the extent the trust fund strengthens 
the mortgage market the beneficiaries may be prejudiced by a reduced 
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income yield resulting from a purchase price that exceeds the market 
price. 

If the provisions of section 202 were to be enacted, the Treasury 
would be obliged to increase its outstanding debt in the hands of the 
public by an amount equal to that part of ‘the National Service Life 
Insurance Fund used to purchase mortgages. This is true because cash 
would be needed to purchase the mortgages, and the fund holds only 
special obligations of the Treasury. The cash paid into the fund by 
the holders of insurance policies has already been invested. The pro- 
posal, instead of making available an unused money supply, would 
require the Treasury to refinance a part of the public debt, to the 
extent. the fund is to be invested in mortgages. 

If FNMA is to perform the functions prescribed in the bill, we be- 
lieve it is not proper to impose upon it an arbitrary expense ceiling of 
three-fourths of 1 percent. With such a low ceiling FNMA would not 
be able to recover its servicing costs when the morte age loan balances 
have been reduced through repayments. The portfolio would be static, 
no new loans would be added after the close of the purchasing period, 
and the burden of servicing the loans would not decline appreciably ; 
but the rate of reimbursement would steadily decline as the loan bal- 
ances declined. Also, the proposed reimbursement makes no adequate 
provision for the substantial initial administrative costs that would 
be incurred in processing mortgage purchases and recording them on 
FNMA’s books. 

The bill should provide for payment of FNMA7’s actual expenses, 
with a minimum of three-fourths of 1 percent. 

FNMA recommends against enactment of section 202 of the bill. 

This concludes my prepared statement. I shall endeavor to answer 
any questions the committee may have. 

Mr. Brown. Before we ask any questions relative to FNMA I want 
to ask Mr. Cole a question. 

I notice on page 3 of H, R. 10157 under “Hazard insurance on FHA- 
acquired properties” section 10, which states: 

Notwithstanding any other provision of law, the Commissioner is authorized 
to establish a fire hazard loss fund which shall be available to provide such 
lire and hazard risk coverage as the Commissioner, in his discretion, may de- 
termine to be appropriate with respect to real property acquired and held by 
him under the provisions of this act. 

That is quite different from the present law? 

Mr. Corr. It is quite different from the present law with respect to 
FHA, Mr. Brown. It is not much different from the general prac- 
tice in the Federal Government, I understand generally the Federal 
Government, when it owns a considerable amount of property, is a 
sel f-insurer. 

It. is different from the present law of FHA. 

Mr. Brown. Why do you want to make that change? What is the 
reason 9 

Mr. Corr. To save money. 

Mr. Brown. What is the reason ? 

Mr. Cotx. Frankly, just to save money. We think FHA can save 
considerable money by being a self-insurer. 

_Mr. Brown. How much do you think you could save in a year’s 
time ? 
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Mr. Cotr. I think it was about $1.4 million in a 5- or 6-year period, 
Mr. Chairman. Our savings since 1950 would have come to about 
$230,000 per year. 

Mr. Brown. Off the record. 

(Discussion off the record.) 

Mr. Corr. For the record, the Comptroller General has recom- 
mended this. 

Mr. Brown. Mr. Rains. 

Mr. Rains. I would like to say that was in the bill which I intro- 
duced, and not in the bill Mr. Widnall introduced. I have no firm 
convictions on the matter. 

Mr. Cour. It isa matter of policy. If the Congress does not agree 
it will just cost more money. We think it is a good way to save 
money, without interfering into any private competition. 

Mr. Brown. Mr. Wolcott, have you any questions ‘ 

Mr. Wotcorr. No questions. 

Mr. Brown. Mr. Rains? 

Mr. Rarns. Of course, Mr. Chairman, Mr. Cole and Mr. Baughman 
and myself and the subcommittee spent about 2 days recently going 
over these very same facts that are now being presented to the full 
committee. We did not agree then, and apparently, from Mr. Baugh- 
man’s statement, we still do not agree. 

I would like to ask for just a few of the reasons why concerning 
certain of these criticisms he makes regarding H. R. 10157. 

In the first place I should like to ask a question about the special 
assistance funds. Special assistance funds originally were written 
into the Housing Act about programs which needed what the term 
designates “special assistance,” is that correct ? 

Mr. Baveénman. Special housing programs. 

Mr. Rats. In other words, they needed more than ordinary assist- 
ance. The present act itself says so. That being true, that they are 
special-assistunce programs and need more than ordinary support, | 
am unable to understand your objection to the support we hope to 
give to section 203 (7), which seems to be or could be in a measure a 
part of the answer to rural housing, which I think the Administrator 
and everybody here will agree is one of the most neglected of all the 
housing programs. It is not only one of the most neglected, but it is 
one of the most pertinent ones needing attention right away. 

Do you think if that section is to help in rural housing it does not 
need any special assistance of any kind? 

Mr. Baveuman. My answer would be “No,” because I think that 
is a very attractive investment, with 414 percent interest plus one- 
half percent service charge. 

I looked up our record to see what we were doing in that regard on 
the FITA mortgages we have purchased under our secondary market 
operations, and 25 percent, or $9.5 million out of some $41 million, 
were 203 (7)’s. 

I just want to add one further thought. I was up in New York 
recently, and in checking with those people up there T found there 
is a great deal of interest among investors in buying 203 (7)’s on 
account of the 414-percent yield and the one-half percent service 
charge. 

Mr. Rarns. There is some complaint about the mortgages being 
$6 000 and $7,000; that they do not like to buy that type of mortgage. 
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Mr. BauGuMan. I have heard that, too. But in one of our offices 
at the present time investors are evidencing interest in the 203 (7)’s. 
We have about $900,000 to be put under contract for sale at the present 
time. 

When I was in New York, for example, some of the men represent- 
ing investors up there were scurrying around looking for 203 (7)’s on 
account of the yield. 

Mr. Rains. Just how many of those 203 (7)’s were farm mortgages 
for farm homes? None of them were, were they ? 

Mr. Bavueuman. I could not tell you that. That would be difficult 
for me to say. 

Mr. Rats. To show that the Congress believes that there should 
be more than special assistance to rural housing, we even give direct 
loans out of the Treasury. This is private enterprise, is it not, on 
this special-assistance deal 

Mr. Baveuman. I think you are talking about the farm-loan pro- 
gram, Department of Agriculture. 

Mr. Rains. Yes: I mentioned that only to show the urgency of 
the need. Yet here is a special-assistance fund that would be sold 
in private enterprise, which you object to, which could help solve a 
problem that Congress regards as important enough to give direct 
lending on. 

Mr. Bauguman. I stil] am of the opinion that the facility already 
there through our secondary-market operations is taking care of the 
need. 


Mr. Rains. To take care of the need vou are presently meeting. 
You do not visualize housing legislation staying in a status quo veal 


after year, being just the same, do you, Mr. Baughman ? 

Mr. Baucuman. No; 1 do not. 

Mr. Rarys. The effort of the subcommittee in this particular in- 
stance was not only to do what you are now fethe on 203 (7) but to get 
you to do something more on a problem that needs some special as- 
sistance and attention. Do you see any hope for this to help the 
farm housing at all ¢ 

Mr. Baueuman. Of course, I do not think FILA touches farm loans 
at all. 

Mr. Ratns. There is no reason FHA could not. It is not sacro- 
sanct. It would be a good field if they could reach it. 

Mr. Corz. Of course, you are suggesting, Mr. Rains, a completely 
different approach to FHA insurance, if you are talking now about 
farm loans. I do not think we are prepared to say that FHLA should 
zo into the farm loan business now at all. Not at all. 

Mr. Ratns. We go into every building phase, including the build- 
ng of college dormitories, with FHA. 

Mr. Cote. Not dormitories. 

Mr. Rains. Whatever college loans there are. Yes, dormitories; 
under the college housing. 

Mr. Coir. Mr. Rains, that is not FHA. 

Mr. Rains. It is operated by the HHFA. 

Mr. Core. That is right; Community Facilities. 

Mr. Rats. I make no point as to where it is operated. The sub 
committee feels that there ought to be something done to give special 
assistance without a continuation of direct loans for rural housing. 
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It was our hope by putting this small amount in we might have a 
start along that line. 

What is the present requirement on stock buying? Is it 2 percent? 

Mr. Coir. With respect to rural housing, FNMA purchases of sec- 
tion 203 (7) won’t help because in fact the FHA’s 203 (7) program 
has worked for es i housing but not for rural housing. The 
farmers don’t use the program. As to the FNMA stock purchases, I 
would like for \ir. Baughman to answer. 

Mr. Baucuman. The present requirement on stock buying by law— 
by statute—is that it cannot be less than 3 percent. That is under the 
secondary market operations, not the special-assistance functions. 

Mr. Ratns. By statute presently they must invest at least 3 percent ? 

Mr. Baucuman. Three percent of the unpaid amount of the mort- 
gage. 

Mr. Rats. In H. R. 9537 you asked that it be at least 2 percent, is 
that correct ? 

Mr. Baveuman. No. Our proposal in H. R. 9537 is that it shall 
be 2 percent, but it remains at the discretion of the Board of Directors 
to change the rate. Not less than 1 percent but it can exceed 2 percent. 
There would be no top limit on it, just as there is no top limit now. 

Mr. Rarns. The provision in H. R. 10157 is not to exceed 2 percent ? 

Mr. Baucuman. That is correct. 

Mr. Rarys. Ordinarily the people who sell their mortgages to 
FNMA are in a bit of a distress situation, or else they would not be 
compelled to come to FNMA for financing, is that not right? 

Mr. Baucuman. We are supposed to provide supplementary assist- 
ance to the general secondary mortgage market; yes, sir. 

Mr. Ratns. Then do you think it is necessary to require a man in 
those circumstances to invest as much as 3 percent in the stock ? 

Mr. Baveuman. At the present time, as I pointed out in my state- 
ment, I think if the law were changed we would probably go to 2 
percent immediately on account of the condition of the market, but I 
think under some different market conditions we might want to raise 
the rate to avoid excessive use of FNMA’s facilities. 

Mr. Rarns. What we are really doing is arguing about tweedledee 
and tweedledum, because as a matter of fact you expect to go to 2 per- 
cent if the law were changed now. 

Mr. Baucuman. That is right except that you give us no flexibthty 
to go above that if the Board of Directors thought they ought to at 
some time. 

Mr. Rays. On these special assistance mortgages—and I am sorry 
my mind jumps back and forth from one item to another, but I cannot 
keep them in sequence— 

Mr. Baveuman. It is difficult for everybody. 

Mr. Rarns. On the special assistance mortgages you complain about 
H. R. 10157 requiring you to pay 100 percent of par on certain special 
assistance funds. I do not remember all of them at the moment, but 
some of those funds are 203 (7)’s? 

Mr. Bavenman. I would be glad to list them for you. 

Mr. Rains. Please list them. 

Mr. Baucuman. We have special assistance programs for victims 
of housing disasters. 

Mr. Rarns. Yes. 
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Mr. BauGuMman. We have a special assistance program for mort- 
gages on Alaska housing and on Guam housing. 

We have a special assistance program for urban renewal housing 
mortgages in connection with urban renewal programs. 

Mr. Karns. That is title 220 and 221. 

Mr. Baveuman. That is correct. 

We have a special assistance program for some of the old defense 
housing programs, that are just about finished. 

And we have a special assistance program for the old military 803’s ; 
Wherry Act mortgages. 

We have a special assistance program for the Armed Forces hous- 
ing mortgages under the new 1955 act; title VIII of the National 
Housing Act. 

And we have a special assistance program for section 213, coopera- 
tive housing mortgages. 

Mr. Ratns. Those are the so-called special assistance programs 
presently in the Housing Act? 

Mr. Bavcuman. That is correct. 

Mr. Rains. You pay 9914 for the Armed Forces mortgages ? 

Mr. BaveuMan. For the Armed Forces housing mortgages. 
Ninety-nine for all others. 

Mr. Rains. Ninety-nine for all other mortgages ¢ 

Mr. Baveuman. That is correct, under the special assistance func- 
tions. 

Mr. Rains. What is the objection, if you pay 9914 for the military 
and 99 for the others, as to paying 100 percent on the special assistance 
mortgages ¢ 

Mr. BaueuMan. As we try to bring out in our statement, we feel 
that we do not know whether enough money will be available to pay 
par for all the mortgages. If you are going to pay such a price that 
the private industry does not come in to participate in these programs, 
it will mean more Government funds will be needed. We feel that 
private industry should take an active part in these programs, and I 
think they will; but if you put the FNMA price too high we do not 
think they will come in. 

Mr. Rains. You expect private industry to take an active part in 
the special assistance programs / 

Mr. BaucumMaNn. I do, sir. 

Mr. Ratns. I note that out at Abilene, Tex., I believe, you sold 
title VIII bonds out there for a considerable premium, did you not; or 
do you know about that ? 

Mr. Baveuman. I did hear about the private sale of an Armed 
Forces housing mortgage, title VIII. 

Mr. Ratns. Was it 103? 

Mr. Core. I believe it was at 102. 

Mr. Ratns. One hundred and two. 

Mr. Coreg. It was more than par. 

Mr. Baveuman. That is the only sale that has taken place. 

Mr. Ratns. What about the cooperatives, the 213’s, and so forth? 
You are supporting them at 99, are you ? 

Mr. Baueuman. Yes, sir. 

Mr. Rarns. For what are they selling? Are you able to get private 
enterprise money into those programs? 
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Mr. Baveuman. Apparently so. I do not have a record of all the 
ones that have been financed, but up to date, FNMA has only been 
called upon to participate ina small number. I think we have 4 com- 
mitments for section 213 mortgages, running about $4.5 million. 
Otherwise the other section 213 mortgages must have been financed by 
private interests. 

Mr. Rarns. A good many builders and others interested in the pro- 
gram have expressed surprise to me—and, may I say, I did not see 
any notice of it in the press, or a press release of any type—about the 
fact that you went from 99 to 9914 on the armed services mortgages. 
Did you give out any statement on that / 

Mr. Bavenman. I do not know whether we gave out a press release 
or not, but we circularized all the sellers who deal with us in mortgages. 

Mr. Rats. What is the difference, in your opinion, between a firm 
commitment and the advance commitments, mentioned in your state- 
ment ¢ 

Mr. Bavucuman. Do you refer to “standby” and “firm” ? 

Mr. Rats. Yes. 

Mr. Baceuman. As I said in the statement, firm commitments are 
made at a specific higher price, and you expect the mortgages to be 
delivered. It is a situation such as where you would commit to buy 
mortgages at 98; probably they would be delivered at 98. 

Whereas on the standby’s, your language in H. R. 10157 also indi- 
cates the price would be fixed at such a figure lower ordinarily than 
what the mortgages would bring on the market, having the effect 
(hat propably they would not be delivered to us. The mortgages 
could be sold in the private market. Holders of standby commitments 
would be able to get interim financing and get housing started, which 
[ think is very important. 

Mr. Rarys. In other words, you do not like either the standby com- 
mitment in H. R. 10157 or the otber, but you prefer that to the firm 
commitment; is that correct ¢ 

Mr. Bavenan. That is absolutely right. 

Mr. Rarns. As to the man who must come to FNMA for his finane- 
ing—assuming he must and that is the place he comes to get it—how 
is he going to be able to get his building off the ground unless he has 
some advance commitment ? 

Mr. Baveuman. As I say, we do not object too strenuously to stand- 
by commitments. We just called to the attention of the committee 
the nearness to which FNMA would be coming to the primary market. 
Ordinarily private industry takes care of that sort of thing. We 
just do not want FNMA to get into a primary market, because we are 
a secondary market organization. 

Mr. Rarys. We want to keep it a secondary market, but we want to 
keep it a functioning secondary market, do we not, Mr. Baughman ? 

Mr. Bavenman. Yes. We merely call it to your attention. We 
can operate under the standby commitment under the secondary mar- 
ket operations of FNMA. 

Mr. Rais. Truly, I think it would be quite a real improvement 
on it, because a great many of the people who are using the facilities 
have said that their only trouble was not so much a complaint about 
how much stock they had to buy and many other things that they had 
to do, but the one thing that had them tied down was that they could 
not get construction money with which to begin. 
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Mr. Chairman, I have asked enough questions. It is a very interest- 
ing subject. I might state that we are in the process of trying to call 
the subcommittee together later on this week to try to reach some kind 


of a report growing out of the hearings on FNMA which we had 
about a month ago. 


Mr. Brown. ‘The gentleman is certainly familiar with the subject. 


Mr. Rarys. I am not familiar with it, but I can guarantee these two 
gentlemen are. 

Mr. Brown. Mr. Wolcott, do you have any questions? 

Mr. Wotcorr. No, I have 1 no questions, Mr. Chairman. 

Mr. Brown. Mr. McDonough, do you have any questions ? 

Mr. McDonoveun. I have no questions, Mr. Chairman. 

Mr. Brown. Mrs. Sullivan? 


Mrs. Sutxiivan. No, I have no questions, Mr. Chairman. 
Mr. Brown. Mr. Betts? 


Mr. Berts. No, thank you; I have no questions, Mr. Chairman. 

Mr. Brown. Mr. McVey? 

Mr. McVey. I have no questions, Mr. Chairman. 

Mr. Brown. Mr. Nicholson ? 

Mr. Nicnoxson. I have no questions, Mr. Chairman. 

Mr. Brown. Well, Mr. Baughman, thank you very much for your 
testimony. 


(The following letter was subsequently submitted for the record 
by Mr. Baughman: ) 


FEDERAL NATIONAL MORTGAGE ASSOCIATION, 
HoUSING AND HOME FINANCE AGENCY, 
Washington, D. C., May 23, 1956. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: In connection with the current hearings on proposed 
housing legislation, it is requested that this letter be incorporated in the record 
and that the committee give consideration to this supplementa] material. 
On May 7, with the Housing and Home Finance Administrator, Mr. Cole, I 
appeared before your committee and testified at length concerning proposed 
legislation which, if enacted, would affect the Federal National Mortgage Asso- 
ciation. Subsequently, there was released the Report No. 4 of the Subcommittee 
on Housing, titled “Federal National Mortgage Association,’ which was trans- 
mitted to you under date of May 9, 1956, by the Honorable Albert Rains, chair- 
man of the subcommittee. 
By its Report No. 4 the subcommittee recommends to the full Committee on 
Banking and Currency— 
“that legislation be enacted authorizing FNMA to make advance commit- 
ments under its secondary market operation. We recommend that the 
enabling language be drafted to indicate that such commitments should be 
issued at a price high enough to provide production support to builders and 
yet sufficiently below the prices offered by the Association for immediate 
purchase to discourage excessive sales to FNMA pursuant to advance com- 
mitments. The subcommittee contemplates that users of the advance 
commitment feature would not be required to buy FNMA stock unless the 
loans were actually delivered, and that users would pay a reasonable com- 
mitment fee for the privilege of earmarking FNMA funds and to cover FNMA 
operating costs.” 

This letter is written with respect to the italicized portion of the final sentence 

appearing above. 

The italicized clause appears to be wholly at variance with the basie plan that 
FNMA’s secondary market operations would constitute a means of developing, 
within a foreseeable period, an organization of sufficient size and with sufficient 
private capital and other established sources of non-Government financing that 
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it could, without need for Government financing, serve to provide effective supple- 
mentary assistance to the general secondary mortgage market. 

We believe it to be self-evident that the issuance by FNMA of standby 
commitments would constitute a valuable service to commitment holders in 
the same way that the purchase of mortgages by FNMA now constitutes a valu- 
able service to sellers of mortgages. The existence of the standby commitment, 
which is a basis for interim credit, is the important fact, without regard to 
whether the mortgages are subsequently purchased. 

It is our view that all users of any of the services of FNMA’s secondary market 
operations should be required to participate in the buildup of the requisite 
capital, on an equitable basis. A subscription for an equitable amount of FNMA 
common stock by applicants for standby commitments, for example, one-half of 
1 percent, should be collected when the commitment contract is entered into. 
If the mortgage is purchased pursuant to the standby commitment (which is 
unlikely), the contract would call for an appropriate additional subscription. 

You will remember, of course, that the charter purpose of FNMA’s secondary 
market operations is to provide to the general secondary mortgage market assist- 
ance that is “supplementary.” Accordingly I should mention, also, that the 
proposed procedure would to a degree tend to act as a deterrent on the use of 
FNMA’s standby commitments unless they were urgently needed, and would 
help to reduce possible competition with other organizations offering comparable 
services. 

It is our understanding that the National Association of Real Estate Boards 
endorses the foregoing principle that applicants for FNMA commitments should 
subscribe for FNMA common stock at the time the commitment is entered into. 
The following is quoted from the testimony of Mr. Silas F. Albert, who testified 
on behalf of the Realtors’ Washington Committee, National Association of Real 
Estate Boards, before the Subcommittee on Housing on February 17, 1956 (hear- 
ings, pt. 5, pp. 97-98) : 

“We recommend that the secondary market operations be expanded to 
include advance commitments with the following limitations which would 
deter abuses and minimize the effects of using the secondary market opera- 
tions as a source for primary funds: 

“(1) ** * 

“(2) The seller and holder purchase the required percentage of capital 
stock simultaneously with the execution of the advance commitment agree- 
ment. If our program of 2 percent investment in capital stock were carried 
out, plus the 1 percent commitment fee, actually the investor has 3 points that 
he has put up for that advance commitment. Surely these requirements 
would make advance commitments consistent with sound business practices, 
yet assist materially in providing needed funds for builders and lenders dur- 
ing a tight money period.” 

We believe the principle set forth herein to be extremely important to the 
ultimate success of FNMA’s secondary market operations. If section 201 (c) of 
H. R. 10157 is to be enacted, no additional legislative action would be required. 
In the light of the subcommittee’s Report No. 4, however, it is desirable that the 
report of the full committee indicate, in substance, that it is contemplated that 
users of the commitment feature may be required by FNMA, on an equitable 
basis, to subscribe for stock at the time the commitment is entered into. 

Sincerely yours, 

J. 8S. BauegHMAN, President. 


Mr. Corz. Our next statement, Mr. Chairman, has to do with the 
Urban Renewal Administration. 

Mr. James W. Follin is Commissioner of Urban Renewal and he has 
a statement which he would like to read. 

Mr. Brown. Mr. Follin, the committee will be glad to hear you. 


STATEMENT OF JAMES W. FOLLIN, COMMISSIONER, URBAN 
RENEWAL ADMINISTRATION 


Mr. Foun. Thank you. 
Mr. Chairman and members of the committee, as you know, the 
Housing and Home Finance Agency, through its Urban Renewal Ad- 
ministration, is administering a program of financial assistance to 
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local commuities for urban renewal projects. This program was initi- 
ated pursuant to title I of the Housing Act of 1949 and originally was 
confined to providing Federal aid for what are known as slum clear- 
ance and urban redevelopment projects. With the enactment of the 
Housing Act of 1954, which amended and supplemented the 1949 act, 
this Federal aid program was broadened to include, in addition to slum 
clearance and urban redevelopment activities, rehabilitation and con- 
servation activities in blighted urban areas. The term “urban re- 
newal” was incorporated in the Housing Act of 1954 to encompass 
activities for the prevention, as well as the elimination of slums, blight, 
and deterioration in urban areas. 

Under title I of the Housing Act of 1949, as amended, authority 
is presently vested to provide Federal aid to cities and other local 
yublic agencies having the necessary authority under State and local 
ee for carrying out urban renewal projects which may comprise 
slum clearance, urban redevelopment, rehabilitation, or conservation 
activities, or any combination of such activities. Upon application 
by an authorized local public agency for Federal aid for an urban 
renewal project, the Urban Renewal Administration may make several 
types of Federal aid available to such local public agency. The Urban 
Renewal Administration may make to the local public agency an 
advance to cover the cost of surveys and plans for the project, a tempo- 
rary loan to cover the cost of acquisition of real property in the 
project area, demolition of structures, site preparation, the provision 
of necessary public improvements and other project costs, and a capital 
grant in an amount not exceeding two-thirds of the “net project cost.” 
In general, the net project cost is the difference between the gross cost 
of the project to the local public agency and the proceeds derived from 
the disposition of project land for redevelopment. The local public 
agency is required to provide the balance of the net project cost as a 
local grant-in-aid which may consist of cash, land, project work or 
public facilities, such as schools or parks, which benefit the project. 
No title I Federal funds are available for financing the actual re- 
development work, that is construction of buildings or improvements 
to buildings. The advance and temporary loans bear interest at not 
less than the going Federal rate and are repayable to the Federal 
Government under the terms prescribed in the law and the applicable 
Federal contract. 

The Federal law prescribes certain requirements for the adminis- 
tration of the urban-renewal program, including eligibility require- 
ments for the applicants, the project areas and the project activities 
for which Federal aid is available. It requires that the urban re- 
newal project be carried out pursuant to a locally developed and ap- 
proved urban renewal plan conforming to a general or master plan 
of the locality and, except as to certain older projects, to a workable 
program of the community for the elimination and prevention of 
slums and blight. Redevelopment through private enterprise is 
emphasized in the Federal law. 

loan authorization of $1 billion outstanding at any one time is 
provided. Last year your committee and the Congress approved a 
substantial increase in the capital grant authorization for urbau re- 
newal. At the present time, a capital grant authorization of $700 mil- 
lion is authorized. On July 1, 1956, an additional $200 million of 
capital grant authorization will be available. A further increase of 
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$100 million may be affected through action by the President and the 
fulfillment of certain conditions. Accordingly, it is not necessary at 
this time to request the authorization of additional funds for the urban 
renewal program. 

In line with this view H. R. 9537, which is presently before this 
committee, does not provide for an increase in the capital grant au- 
thorization for the urban-renewal program. On the other hand, 
H. R. 10157, which is also before this committee, provides for an 
aggregate capital grant authorization by July 1, 1957, of $2 billion. 
Although it is expected that the capital grant needs may be ma- 
terially increased in the next few years, there is no pressing necessity 
for increasing the existing capital grant authorization during the next 
fiscal vear. It is believed that at the next session of the Congress we 
will be in a better position to submit a more realistic recommenda- 
tion of the additional capital grant authorization that may be required. 

H. R. 9537 authorizes several changes in the existing law governing 
the urban renewal program to facilitate and improve the administra- 
tion of the program, to remove certain inequities and to provide more 
effective assistance for urban renewal projects in areas which have 
suffered from major disasters as a result of floods, hurricanes, or similar 
causes. 

Under section 301 of H. R. 9537 certain references in the present 
law to a redevelopment plan are omitted. The Housing Act of 1954 in 
broadening the program to cover rehabilitation and conservation, as 
well as slum clearance and urban redevelopment, provides for the 
preparation of an urban renewal plan and prescribes the contents of 
such plan as including, among other items, what it appropriately in- 
cluded in a redevelopment plan. There is, therefore, no necessity 
for reference in the Federal law to a redevelopment plan. H. R. 
9537 appropriately omits such references in the interest of simplifying 
the provisions of the law. 

Section 302 of T1. R. 9537 amends the definition of the term “urban 
renewal project” by omitting repetitious phraseology and otherwise 
simplifying the definition to facilitate the administration of the law. 
Under the provisions of the existing law an urban renewal project is 
divisible into two sections, a slum clearance and urban redevelopment 
section on the one hand and a rehabilitation and conservation section 
on the other. Different eligibility requirements are prescribed for 
each of the two sections. In consequence, a local public agency pre- 
paring an application for title I aid for an urban renewal project must 
frequently define separately the boundaries of each of the two sections 
and submit separate data covering each section respecting legal 
eligibility. This results in unnecessary paper work on the part of the 
local public agency and URA and otherwise complicates the program. 

This treatment of an urban renewal project would be avoided under 
section 302 of H. R. 9537 by substituting a shorter and simpler defini- 
tion of the term “urban renewal project” which encompasses, without 
unnecessary repetition and complications, all of the project activities 
presently covered by the definition presently in force. The definition 
would be simplified by consolidating the clauses relating to slum clear- 
ance and redevelopment with those relating to rehabilitation and 
conservation. This would be very helpful in avoiding confusion which 
has resulted from duplication and overlapping in the present defi- 
nition. 
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In consequence of such simplification, the requirement that the 
area (with certain exceptions) be clearly predominantly residential 
at the beginning of the project or be redeveloped for predominantly 
residential uses is made applicable to the entire urban renewal area. 
This requirement does not presently apply to the entire urban renewal 
area, but only to areas which are to be cleared and redeveloped. Under 
H. R. 9537 this requirement would be applicable to the urban renewal 
area as a whole, including the portions which are to be rehabilitated, 
and not just to the areas to be cleared and redeveloped. Under H. R. 
9537 also, a rehabilitation or conservation project involving no land 
acquisition or slum clearance at all would nevertheless be subject to 
the “predominantly residential” requirement. The change is desirable 
to make this requirement consistent with other requirements in the law 
which apply to the urban renewal area as a whole. 

Two of the provisions of title III of H. R. 9537 would remove some 
inequities which now exist in the urban renewal program. Under 
the existing law a local public agency may provide its local grant-in- 
aid in the form of certain public improvements which are necessary for 
carrying out the urban renewal objectives in the project area. How- 
ever, the cost of public facilities financed with special assessments 
against land in the project area may not be counted as part of the local 
grant-in-aid. The reason for this exclusion is that the levying of a 
special assessment against land acquired in the project area will tend 
to lower the resale value of that land to that extent. The cost of the 
public facility is thereby, in effect, transferred to the urban renewal 
project so that a double allowance would be made if the cost were also 
credited as a local grant-in-aid. However, this objection applies only 
to special assessments levied against land acquired as part of the 
project area. The objection does not apply to land within an urban 
renewal area which is not acquired, but is merely scheduled for 
rehabilitation and conservation activities. Accordingly, section 303 
of H. R. 9537 would amend the law to provide for deducting from 
the cost of the facilities—for the purpose of computing the amount of 
the local grant-in-aid—an amount equal to the special assessments 
against only land in the project area which is acquired by the local 
public agency as part of the project. No such deduction would be 
made under the amendment with respect to the remaining cost of the 
public facility. In effect, this minor change results from the expan- 
sion under the 1954 act of projects to include substantial areas requir- 
ing rehabilitation and conservation which are not to be acquired by 
the local public agency. 

Section 304 is designed to remove an inequity relating to taxpay- 
ments and payments in lieu of taxes. In many communities, as re- 
quired or permitted by State law, payments of taxes or in lieu of 
taxes are made by the local public agency on account of real property 
which is acquired by the local public agency as part of an urban re- 
newal project. The payments are made for the temporary period 
when the land is held in public ownership as part of the project. The 
bill provides for equitable treatment as between communities where 
such payments are received and those which they are not. This would 
be accomplished by permitting communities which do not receive 
such payments to include in the gross project cost of the urban re- 
newal project, and to treat as a cash local grant-in-aid an amount equal 
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to the ad valorem taxes which would have been levied upon the real 
property if it had been subject to ad valorem taxes. In all cases, in 
‘alculating the amount allowable, the amount would be prorated for 
the period during which the property is owned by the local public 
agency as part of the project. The inclusion of any such payments 
or allowances would be subject to the approval of the Housing Admin- 
istrator and to such rules, regulations, limitations, and conditions as 
he may prescribe. 

Recent major floods have revealed special problems in applying 
our present laws to the rehabilitation or rebuilding of urban areas 
which have been hit by major disasters. Section 305 of H. R. 9537 
and section 402 (a) of H. R. 10157 contain similar language. These 
provisions provide very desirable modifications in the existing law 
to facilitate the provisions of assistance under the urban renewal pro- 
gram in disaster areas. 

A new section (sec. 111) would be added to title I of the Housing 
Act of 1949 as amended. This new section would be applicable only 
in areas which are found by the local governing body and the House 
Administrator to be in need of redevelopment or rehabilitation as a 
result of a flood, fire, hurricane, earthquake, or similar catastrophe 
which the President has declared to be a major disaster. The Federal 
Government would be authorized to extend urban renewal assistance 
for such an area without regard to certain limitations imposed upon 
nondisaster projects. 

Thus, the local community would be permitted to postpone com- 
pliance with the workable program requirement, and the urban re- 
newal plan would not have to conform to a general plan for the local- 
ity asa whole. These modifications, along with a waiver of the public 
hearing requirements, would permit a faster start in the rebuilding of 
the stricken area. 

Present requirements that an urban renewal area shall be a slum 
area or that it shall be predominantly residential in character would 
be waived as inapplicable where the need for rehabilitation or rebuild- 
ing arises from a major disaster. A regular urban renewal plan would 
be prepared for the project area, and in doing so, the locality would 
be required to give due regard to the removal or relocation of dwell- 
ings from project sites subjected to recurring floods or other recurring 
catastrophes. Since the displacement of families will in many in- 
stances have already occurred as a result of the major disaster, the 
relocation requirements in the present law would be modified to re- 
quire only that the local public agency present a plan for the encour- 
agement, to the maximum extent feasible, of the provisions of dwell- 
ings suitable for the needs of displaced families. 

Incidentally, it may be noted that both H. R. 9537 and H. R. 10157 
provide that in connection with urban renewal projects in major dis- 
aster areas, mortgage insurance under sections 220 and 221 may be 
made available without regard to the workable program requirement. 
These insurance programs are administered, of course, by FHA. 

The last provision of title ITT of H. R. 9537 and section 403 of H. R. 
10157 would increase the planning grant authorization under section 
701 of the Housing Act of 1954 from $5 million to $10 million. That 
law permits the Federal Government to make grants, not exceeding 50 
percent of the estimated cost of the planning work, to assist commu- 


nity planning in small communities—less than 25,000 population— 
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and to assist planning on a metropolitan or regional basis. This pro- 
gram was delayed at first by the inadequacy of many State enabling 
laws. However, in 1955 there was considerable legislative activ ity on 
the matter in States throughout the country. In view of this new 
State legislation, many applications are now in preparation, and the 
program is rapidly gaining momentum. I believe that a $10 million 
authorization is fully warranted by the planning needs of our smaller 
communities which cannot themselves support full-time planning 
stafis and by the urgent need to encourage planning which takes into 
account factors whic +h cut across munic ipal and county political bound- 
aries. Present estimates indicate that the original authorization of 5 
million will be fully allocated by the middle of fiscal year 1957. 

H. R. 9537 also amends section 701 of the Housing Act of 1954 to 
permit the making of planning grants directly to localities having 
populations of 25,000 or more in areas stricken by major disasters. 

This concludes my prepared statement, and I shall be glad to answer 
any questions relating to the functions of the Urban Renewal 
Administration. 

Mr. Brown. Thank you, Mr. Follin. 

Mr. Wolcott, do you have any questions? 

Mr. Wotcorr. I have no questions, Mr. Chairman. 

Mr. Brown. Mr. Rains. 

Mr. Ratns. You make a very good statement, Mr. Follin. I only 
have a couple of questions. 

At the time of this H. R. 10157, there were certain sections of the 
bill which had been introduced by Mr. Widnall in H. R. 9537, which I 
left out because I did not understand what they did, but I do not see 
any objectiton to any of them. In fact, the two bills are very similar 
as far as they go. 

There is one provision I do not understand. I wish you would tell me 
what section 304, which amends section 110 of the act, does, and why 
it isnecessary in H. R. 9537. That is on page 15. 

Mr. Fotuin. The purpose of that section is to give equitable consid- 
eration to the matter of the local grant-in-aid which, under the law, 
has to be at least one-third of the net cost of the project. 

Mr. Rains. Is that what the local community puts up? 

Mr. Foti. Yes, sir; that is right. 

Mr. Rarns. All right. 

Mr. Four. It so happens that certain jurisdictions require that 
taxes be paid on property which is held by the local public agency, 
frequently the Housing Agency, which is handling the Urban Renewal 
project and those taxes going into the city treasury on that property 
give that town an advantage over a city where the payment of taxes 
is not required, or where payment in lieu of taxes is not required. So, 
in order to be fair with those localities which do not require taxes, 
the provision here would permit those communities not requiring 
taxes or payment in lieu of taxes, to have credit on its local grant-in- 
aid for the amount of taxes that might be levied if they had that 
system. 

Mr. Rarns. In other words, if the project had paid taxes, the amount 
of taxes paid would offset part of their commitment or necessary pay- 
ment of local grant-in-aid ? 

Mr. Fouuin. That is correct, sir. 

Mr. Rarns. That sounds like a good deal to me. 
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We have had a lot of talk in this committee from time to time about 
clearing commercial sites, which are to remain commercial sites. Is 
there any place in your bill where you provide for the urban renewal 
of those sites for commercial enterprises ¢ 

Mr. Foti. That is already provided for by the 1954 House 
amendment. 

Mr. Brown. Off the record. 

( Discussion off the record. ) 

Mr. Foun. Mr. Rains, the amendments made to the act in the 
1954 session released 10 percent of the funds authorized for the whole 
program, which funds can be spent without regard to the residential 
requirement; that is, that the area which is to be renewed shall either 
be a residential area at the beginning of the process or shall be resi- 
dential in the final reuse. Ten percent of the funds were released 
from that requirement to enable a wornout commercial area to get 
rebuilt into a modern commercial area. 

Mr. Rarns. Does that mean 10 percent of the funds which the Con- 
gress set aside for urban renewal, or 10 percent of the funds allotted 
to that particular site. 

Mr. Foturn. The way the act reads, it is 10 percent of the funds 
authorized by Congress, which means that at this time there could 
be $70 million committed to those projects. 

Mr. Rains. And $50 million of that could be committed to any one 
site and only to any one site under the present law ? 

Mr. Fotxin. Yes, it could, as far as the act of Congress is con- 
cerned, but we have in effect an administrative ruling that would 
limit the amount that would go into one State or to one municipality. 

Mr. Rats. Is it not your feeling as Director of the urban renewal 
program that the real importance of the program is to clear sites, 
slum sites for use for rebuilding homes rather than just for the pur- 
pose of clearing out the blighted area in a town? 

Mr. Fouurn. Yes, you are quite correct, Mr. Rains, that is the funda- 
mental purpose of the act, and Congress has, I think, very zealously 
guarded the original purpose of the act. I do think, however, that the 
10-percent exception is not an unusual amount of flexibility. 

Mr. Rains. You do not think it is too much ? 

Mr. Foti. No, sir. 

Mr. Rarys. And you say there is no danger of the Agency giving 
the vast amount of the grant to one particular section, or to one par- 
ticular city to clear out its commercial areas? 

Mr. Fort. No, sir; both Mr. Cole and myself very vigorously 
have guarded against that. 

Mr. Corr. Yes, that is our approach to it. 

We think flexibility of a small percentage is probably important to 
make effective redevelopment for housing. There are situations when 
it does become important but we look at it only as an adjunct to slum 
clearance for housing purposes. 

Mr. Ratns. Mr. Cole, I asked you a few questions about the work- 
ing of the programs, relating, of course, to urban renewal and so 
forth, but there is one other question I would like to ask you which 
is: Is it necessary to have a title I redevelopment program contem- 
plated or underway in order for a local community to submit a public 
housing project application without the workable program concept 
that you are presenting ? 
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Mr. Corr. No. 

Mr. Rarns. It is not necessary to have a redevelopment program 
contemplated or underway ? 

Mr. Corr. No. 

Mr. Rains. I asked that for my own information. 

Mr. Corr. I am glad to clear it up. There has been some misun- 
derstanding about it. 

Mr. Brown. We are glad to have your testimony, Mr. Follin. 

Mr. Foutuin. Thank you very much, Mr. Chairman and gentle- 
men. 

Mr. Cote. We now have Mr. Charles E. Slusser, Commissioner of 
the Public Housing Administration, who has a statement I would 
like to have him present to the committee. 


STATEMENT OF CHARLES E. SLUSSER, COMMISSIONER, PUBLIC 
HOUSING ADMINISTRATION 


Mr. Stusser. Mr. Chairman and members of the committee, I am 
very happy for this opportunity to present my observations on the 
public housing features of the various bills now before this commit- 
tee. But before I get into the merits of these bills, I think it might 
be well to give members of this committee some of the more salient 
facts regarding public housing. 

Roughly 415,000 units have been completed and put in operation. 
Twenty thousand more are under construction. Put into terms of 
people, about 1,600,000 are being housed. Eight hundred seventy- 
five thousand are children; 70,000 are adults 65 or older. Average 
1955 family income is just over $2,000. One-third of the families are 
receiving public or private relief or payments under Social Security 
or some other public pension plan. 

Almost half, 48 percent, of public housing’s families are admitted 
because of service connected preference, with most of these being 
families of veterans. Public housing is doing much to solve the 
problems of minority groups since 41 percent of our tenants are Negro. 

To house these people we have cleared more than 20,000 acres of 
slums, or roughly an area half the size of Washington, D. C. This 
has meant the elimination of over 250,000 units of substandard hous- 
ing. 

In authorizing an extension of this low-rent program, we believe it 
should not be an extension limited to a single year. H. R. 9537, intro- 
duced by Mr. Widnall, proposes two additional annual authoriza- 
tions, each of which would remain available for 2 years. H. R. 10157, 
introduced by Mr. Rains, provides for a program of three additional 
annual installments, each of which would remain available until used. 
Both these bills thus depart from the 1 year programs which have 
been customary with our recent authorizations. 

We strongly recommend an authorization longer than 1 year since 
recent experience has clearly shown that a program limited to only 
1 year does not give the flexibility and continuity that is necessary 
for economic operation, careful planning, and for putting the low- 
rent program on a realistic basis. As Commissioner of Public Hous- 
ing, I will, of course, do my best to carry out the policies of the Con- 
gress, but I must point out that for the past 2 years it has been 
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increasingly difficult to carry our statutory obligations to a success- 
ful administrative conclusion. 

From past experience, the importance of continuity in planning 
is far above and beyond the importance of the number of units. There 
is no such thing as push-button planning. Soundly conceived projects 
are the product of long and tough thinking. I would like to see that 
made possible in all phases of the housing program. It is unrealistic 
to believe that the local housing authorities and our agency charged 
with the administration of the low-rent public housing program can 
turn planning off and on. 

Neither the communities nor we have the time—faced with a year- 
end deadline—to make the plans so vital to the success of the program. 
After Congress authorizes a 1-year program, applications have to 
be received by PHA and allocations made on the basis of need. This 
consumes a substantial part of the year. Thereafter local authori- 
ties have to select sites, determine their suitability and probable cost, 
prepare tentative site plans and dwelling unit plans, outline speci- 
fications, and estimate total development cost. This must all be done 
well before the year runs out, in order to allow time for PHA re- 
view and for the preparation and execution of definitive contracts. 
Year after year it has been our experience that the available time for 
accomplishing all these steps is too short, and that in the last min- 
ute rush, plans are made hastily. 

The 2-year program authorized by H. R. 9537, permitting as it 
does each of 2 annual authorizations to remain available for 2 years, 
is in our judgment fully adequate to overcome the disadvantages of 
hasty planning. At the same time, it gives the Congress and the 
Housing Agency a good opportunity to take changing conditions into 
account at reasonably frequent intervals. 

As to the number of units to be added to the normal low-rent pro- 
gram, H. R. 9537 provides 35,000 a year for 2 years, while H. R. 10157 
provides 50,000 a year for 3 years with a carryover of any unused 
units from the present authorization. The administration’s estimate 
embodied in H. R. 9537 is, we believe, a reasonable figure based on 
what local housing authorities will be able to carry out in view of 
difficult local conditions, and based on the requests that will be made 
to this agency as a result. Our estimate takes into consideration a 
number of factors. One of those is that private enterprise is finding 
a way to reach some of the people who heretofore have relied on 
public housing for decent living. We hope to see this factor greatly 
expanded; we believe it will be. 

Both of the proposed bills (subsection 401 (b) of H. R. 9537 and 
501 (ce) of H. R. 10157) would repeal the proviso in the 1953 appro- 
priation act which prohibits the Public Housing Administration from 
committing itself to authorize construction starts for more than 35,000 
dwelling units in any 1 fiscal year. This proviso is unnecessary. The 
size of the program is best controlled through the authorization for 
entering into contracts. Once the contract is entered into, it is costly 
and inefficient to hold up construction arbitrarily. The rate of con- 
struction can be held to a normal course through reasonable and nec- 
essary administrative controls which the PHA has under the United 
States Housing Act to authorize the award of the main construction 
contract. 
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H. R. 9587 contains one provision which is not included in H. R. 
10157, but which we believe to be essential to the national housing 
program as a whole. This is the requirement embodied in sections 
401 (a) and 402 of H. R. 9557 that a community have a “workable 
program” for the prevention and elimination of slums and blight in 
order to obtain public housing. ‘This was dropped in 1955. How- 
ever, more and more communities, both large and small, are now 
bringing in “workable programs” for approval by Administrator 
Cole. Most of our principal public housing centers have such pro- 
grams and it seems to me that any restrictions that may have been 
thought to exist will not hereafter prove burdensome. Moreover, I 
do not think it too much to ask of a city, however large or small, that 
it bestir itself in the adoption of a program that cannot but be bene- 
ficial. The “workable program” is a flexible idea, and a combination 
of forethought and flexibility in the overall housing program is what 
we need in the job of rebuilding the homes of this Nation. 

There is a second important provision in section 403 of H. R. 9537 
which is omitted in H. R. 10157. This provision amends section 21 (d) 
of the Housing Act of 1937 which provides that not more than 10 per- 
cent of the total amount provided in this act for annual contribu- 
tions shall be expended within any one State. Section 403 would 
raise this limitation from 10 to 15 percent. Because of the demon- 
strated need for low-rent housing in New York State, the amount of 
annual contributions now under contract for this State is greater 
than for any other State. By the time contracts have been executed 
covering the allocations made to New York State for this year on the 
basis of its low-rent housing needs, the total outstanding contracts 
will approximate the statutory State limitation. Unless the 10-per- 
cent limitation is increased, New York State will be substantially 
excluded from participation in the low-rent housing program, pro- 
posed for fiscal 1957 and 1958. This would be unfair since New York 
has itself financed State-aided and city-aided low-rent programs 
which exceed in size the federally aided low-rent program in the State. 
A continuation of the Federal program in this State is urgently 
needed to help meet the needs of low-income families displaced by 
slum clearance. 

Section 404 of H. R. 9537 contains special provisions designed to 
assist in meeting the housing problems of elderly families or elderly 
single persons of low income, as does section 502 of H. R. 10157. Both 
of these bills would amend the definition of “families of low income” 
in order to make single persons 65 years of age or over eligible for 
suitable low-rent housing units. Today a single remaining member 
of a family already occupying a public-housing unit is allowed to stay 
in the project but this amendment would, for the first time, permit 
the admission of single persons. We recognize, however, that elderly 
single persons of low income constitute a special class who find it 
most difficult to better their economic status and, therefore, recom- 
mend the liberalization of the act to permit these people to be admitted 
to suitable small units. 

The only important difference in the two bills in respect to the 
change of definition is that H. R. 10157 defines the term “elderly 
families” to mean families, the head of which is 65 years of age or 
over, whereas H. R. 9537 defines the term to mean families, the head 





102 HOUSING ACT OF 1956 


of which or his spouse is 65 years of age or over. We recommend the 
provisions of H. R. 9537 because otherwise a couple where the wife is 
the one who is 65 years old or over would be excluded since she would 
probably not be the head of the family. 

H. R. 9537 would permit local authorities to give elderly families 
a first preference in admission to all low-rent housing which is suitable 
to their needs, including existing projects as well as new projects. 
Among such families, first preference would be given to elderly fam- 
ilies displaced by slum clearance or other governmental action. On 
the other hand, H. R. 10157 requires local authorities to give a prefer- 
ence to elderly families, but only in respect to the 30,000 units designed 
specifically for such families for which a separate authorization is 
contained in this bill. We recommend the provisions of H. R. 9537, 
which permit a preference for elderly families to all units suitable for 
their use. [ wish to point out that this proposed preference for the 
elderly will not penalize families with children. This is because 
elderly couples or single persons will be admitted only to the apart- 
ments suitable to them, namely, efficiency or one-bedroom apartments, 
the number of which is now very limited. In the new projects, we can 
rely on the local authorities, subject to our approval, to achieve a 
proper balance based on local conditions between the needs of the 
elderly and those of families with children. 

Both bills (subsees. 404 (c) and 504 (c), respectively) would increase 
the normal construction cost limitation per room on accommodations 
designed specifically for elderly families to $2,250. This amount is 
$500 above the normal limitation for the ordinary type of accommoda- 
tion and $250 below that for housing in Alaska. ‘This suggested dif- 
ference in costs takes into consideration the relative cost of bathroom 
and kitchen facilities to be provided in small units, along with the 
special construction features for aged people. 

The only major difference in the two bills in dealing with housing 
for the elderly is that H. R. 9537 does not provide for a separate 
authorization for such housing, whereas H. R. 10157 provides a 3-year 
authorization of 10,000 dwelling units each year to be designed 
specifically for elderly families in addition to the 150,000-unit program 
authorized elsewhere in the bill. HH. R. 10157 in this connection cor- 
respondingly increases the available annual contributions in three 
installments of $4 million each, and increases the total authorization 
by $12 million thus provided. 

Here again, we are faced with the question of anticipating the ex- 
tent of the activities which local communities will undertake and 
be able to carry out. We do not believe that requests for units de- 
signed specifically for elderly families will reach the volume provided 
in H. R. 10157 in the near future. We believe that housing for the 
elderly should be provided as part of the general authorization rather 
than made a separate authorization as in H. R. 10157. This will 
materially simplify administration and wil] provide flexibility so 
that if the actual demand for specially designed housing for the elderly 
does not come up to expectations or exceeds expectations, as the case 
may be, these ‘feeds can be weighed in administering the entire 
program and arriving at a proper balance between the number of 
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specially designed units and the number of normal-type units to 
nme In other words here, as elsewhere, the needs and require- 
ments of the various localities should be given first consideration. 

Section 503 of H. R. 10157, like section 405 of H. R. 9537, would 
add new provisions to the United States Housing Act of 1937, as 
amended, to direct the Public Housing Administration to transfer 
farm-labor camps without monetary consideration to any public 
housing agency. 

Requests for transfers under this provision must be made by the 
local agency within 12 months after enactment. The local agency 
must certify the low-rent need for the propect, and also that first 
preference for occupancy will be given to low-income agricultural 
workers and their families, and second preference to other low-income 
persons and families. 

The farm-labor camps were originally developed in the 1930’s by 
the Resettlement Administration. The Housing Act of 1950 trans- 
ferred them from the Secretary of Agriculture to the Public Housing 
Administration. The 1950 act stipulated that the camps be disposed 
of to local housing agencies subject to an obligation to repay any 
net receipts over a 20-year period to the Federal Government. All 
but 2 of the 38 camps are covered by such contractual arrangements 
with local housing authorities, under which the local authorities are 
now in possession of the projects and in charge of their operation. 
The effect of the proposed legislation would be to pass title at once 
to the local authorities free from any further obligation on their part 
to make payments to the PHA. 

Only 16 percent of the 9,049 units in this program are family dwell- 
ings with bathroom and kitchen facilities. About 77 percent are 1- 
room units for living and sleeping purposes, with toilets, running 
water, and laundry facilities provided in small community buildings. 
The remaining 7 percent are merely platforms for tents or trailer 
parking spaces. 

The farm-labor camps are carried on PHA books at $11,207,000, 
their original cost, less amortization. In the last fiscal year $1,415,000 
in rents were collected and expenses totalled $1,355,000. The remain- 
ing $60,000 was retained by the local housing Authorities as reserves 
for repair and rehabilitation, the Federal Government receiving no 
income. 

These camps, however, require very substantial improvements if 
they are to serve the needs of migratory and other agricultural work- 
ers. PHA has no funds for this purpose, and under terms of exist- 
ing contracts the local housing authorities are unable to secure neces- 
sary funds from other sources. The local authorities, however, main- 
tain that if they owned the projects they would be able to secure funds 
for their rehabilitation. Also, because of the nature of these camps 
and the tenants they serve, they do not fit into the operations otal 
lished for nonfarm families under the act. 

We believe it is the part of economy and sense to dispose of the 
camps as proposed in the light of the existing conditions. Afie~ the 
local authorities take full title to the projects, their further use will 
be governed by applicable State laws. 
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Finally, H. R. 9537 in sections 406 and 407 contains very important 
provisions dealing with housing now under PHA jurisdiction, but 
which we believe should be disposed of as soon as possible. H. R. 
10157 does not contain these important provisions. 

Section 406 of H. R. 9537 is concerned with temporary defense hous- 
ing built under Public Law 139 (Defense Housing and Community 
Facilities and Services Act of 1951) and 4 World War II projects. 
The Defense Department has determined that 41 of the temporary 
projects comprising about 6,900 trailers and temporary units and the 
4 Lanham Act permanent projects listed in section 406 (a) are still 
needed for defense purposes and should be transferred to the Depart- 
ment effective July 1, 1956. Two of the Lanham projects are in 
Pensacola, Fla., and two are in Philadelphia, Pa. As for the two 
projects in Philadelphia, previously authorized by Congress for trans- 
ter to low-rent use under section 606 of the Lanham Act, we have not 
been able to reconcile the views of the military and the local housing 
authority. On the basis of representations of the military, we recom- 
mend transfer of the projects to the Department of Defense. After 
the transfer of all the listed projects, the law applicable to similar 
properties of the Department of Defense would apply to them. 

Temporary housing projects provided under Public Law 139 which 
are not to be transferred to the Defense Department would be subject 
to the provisions of a new subsection 406 (b) which would require 
such projects be disposed of as expeditiously as possible, but not later 
than June 30, 1957, by competitive bidding. One question has arisen 
in connection with this provision. In Public Law 139 Congress had 
provided that these temporary units be sold only for removal from 
the site unless the governing body of the locality approves the sale 
for on-site’use. I recommend that this existing policy be continued 
and, therefore, propose the insertion of the following language after 
the word “That” at the end of line 22, page 27 of H. R. 9537 as 
introduced: “the third proviso in subsection 302 (b) of the said act 
shall be applicable to sales hereunder, except that.” 

Subsection 406 (c) would direct the Housing Administrator to con- 
vey Tonomy Hill, a 538-unit Lanham Act project at Newport, R. L., 
to the Housing Authority of the city of Newport for low-rent use 
in accordance with section 606 of the Lanham Act, but with authorit 
to continue to house military personnel regardless of income. Suc 
personnel would have a 3-year preference for admission to 360 units. 
We are advised that this arrangement is satisfactory to both the 
Defense Department and the Newport Housing Authority. 

Section 407 of H. R. 9537 would add a new section 614 to the Lanham 
Act designed to accelerate disposition of two classes of permanent 
war housing: (1) Housing to be sold on-site which cannot be subdi- 
vided for individual sales, and (2) permanent housing to be sold 
for removal from the site. The new section 614 would require that 
all this housing be sold on a competitive basis to the highest responsible 
bidder, except that the Housing Administrator could reject any bid 
which he determined to be less than the fair market value of the 
property, and thereafter dispose of the property by negotiation. 

The projects to be sold on-site are, under the existing provisions 
of section 607 (c) of the Lanham Act, subject to a special preference 
for mutual organizations. This preference would be removed by the 
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pennenes legislation. However, this termination of preferences would 
postponed until January 1, 1957, in order to complete arrangements 
with prospective purchasers who have already taken steps to obtain 
preference rights. 

In the case of permanent projects to be disposed of by selling the 
structures for removal from the site, sales preference to veterans 
under existing law have seldom been exercised and are of little or 
no value. These preferences would, therefore, be eliminated upon 
the effective date of the enactment of section 407. 

Permanent projects which are divisible so that individual sales 
can be made for on-site use are not affected by this legislation. It is 
this class of projects in which the existing preferences to occupants 
and veterans are of real value, and these preferences will not be dis- 
turbed by the proposed legislation. 

Subsection (b) of section 407 is designed to eliminate any lengthy 
delay on the part of a purchaser in completing a sales transaction 
after the signing of a contract for the on-site sale of nondivisible hous- 
ing. This subsection would require that any contracts entered into 
after enactment of the new section 614 for such disposal (except con- 
tracts entered into under the new section 614) must provide that if 
title does not pass to the purchaser by April 1, 1957, the rights of the 
purchaser shall terminate and the housing then be sold under the pro- 
visions of the new section 614. For the purpose of this subsection, 
title is to be considered to have passed upon the execution of a “con- 
ditional sales contract.” This term, of course, means a contract under 
which the purchaser is given possession of the property and title is 
retained by the Government until full payment of the purchase 
price. 

Section 504 of H. R. 10157 (but not H. R. 9537) authorizes the 
Housing and Home Finance Administrator to sell a war housing 
project known as Chinquapin Village, consisting of 300 dwellings, and 
located in Alexandria, Va., at fair market value as determined by him 
on the basis of an appraisal made by an independent real estate expert 
to the city of Alexandria, or to the Alexandria Redevelopment and 
Housing Authority, or to any agency or corporation established or 
sponsored in the public interest by the city. The sale would be made 
on such terms and conditions as the Administrator shall determine 
and must be made within 6 months of the date of enactment. These 
provisions are substantially the same as those of H. R. 7526 and 8. 2736, 
which were introduced in the last session. 

Although the Lanham Act in section 606 authorized the conveyance 
of this project for low-rent use, Congress has, in the past, enacted 
legislation similar in intent and language to this proposed provision 
with respect to disposition of independent projects because of special 
circumstances. Since the purchaser would pay fair market value, 
it would appear that the interest of the Federal Government would not 
be prejudiced by the sale in the manner provided as proposed in sub- 
section 504 (a). We, therefore, have no objection to this provision. 

Subsection 504 (6) of H. R. 10157 (but not H. R. 9537) directs the 
Public Housing Commissioner to sell a project known as the Tech- 
wood Dormitory, to the Georgia Institute of Technology for the fair 
market value of the land only, as determined by the Public Housing 
Commissioner, but excluding the value of any building, furniture, 
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fixtures, and equipment located on the land. The property located on 
the land—including buildings, furniture, and equipment—would, 
however, be transferred under this subsection to the institute although 
not taken into account in determining the purchase price. 

This project was originally initiated as a part of the PWA housing 
program prior to the passage of the United States Housing Act of 
1937. Since its completion, it has been leased to the Georgia Institute 
of Technology. The low rental charged has resulted in payment of 
little more than interest on the original cost of the project to the 
Government and has amortized only a small part of the cost. The 
most recent appraisal of the project in June 1953 indicated that its 
value was then approximately $300,000, of which land represents 
approximately $75,000. Our latest inspection report shows the prop- 
erty in a normal state of repair. 

If the Government is to obtain a price equal to the fair market value 
of the land, buildings, equipment, and furniture, subsection 504 (6) 
should provide that the land and buildings (including equipment and 
furniture) be sold to the institute at fair market value as determined 
by the Public Housing Commissioner on the basis of an appraisal 
made by an independent real estate expert (the same as sec. 504 (a) 
with respect to the Alexandria project). This has been the method 
adopted by Congress in other cases of disposal of housing properties 
to specified purchasers without competitive bidding. If, however, the 
Congress wishes to make a grant to the institute and sell the project 
at less than fair value it is recommended that the Congress determine 
the price at which it wishes to sell and direct the Public Housing 
Administration to sell it as such price. 

In view of the protracted negotiations which have already taken 
place with the institute for disposal of the property, we would also 
recommend that subsection 504 (6) be amended to provide that if the 
project is not disposed of to the institute within 6 months of enact- 
ment of any new legislation by the Congress, the Public Housing 
Commissioner be directed to then dispose of the property by com- 
petitive bidding. 

Mr. Brown. Questions, gentlemen ? 

Mr. Woxcorr. It seems in recent years a number of members on this 
committee, including myself, have taken for granted public housing 
without having reviewed the public housing Jaws and procedures of 
the last 10 years. 

I wonder if Mr. Slusser would care to give us as briefly as he can 
what the procedures are for the construction of a public housing 
project. What are the requirements and what is done ‘ 

Mr. Suusser. The first thing done is that the local housing authority 
makes application. 

Mr. Wotcorr. Who creates the local housing authority ? 

Mr. Suusser. It is created by State laws. It consists of five com- 
missioners generally appointed by the mayor. The five commissioners 
have authority to ie 8 application to the Public Housing Admin- 
istration for a program of public housing within their community. 

They support this with data from the community, from the various 
organizations of the community, and after receiving that we send 
our people there to review conditions and make an appraisal. 

Mr. Wotcorr. Does the local housing authority always initiate the 
program ? 





HOUSING ACT OF 1956 107 


Mr. Stusser. To the best of my knowledege they do; yes, sir. 

Mr. Wotcorr. Do you know of any instances where they have not 
initiated it ? 

Mr. Stusser. I have no acquaintanceship with any; no, sir. 

Mr. Wotcorr. What is this, then, that we hear about the Public 
Housing Agency doing a selling job on these projects? Why do you 
have to sell them ? 

Mr. Suusser. I can only speak, Congressman, from the time I have 
been here. To my knowledge no one in the Public Housing Adminis- 
tration attempted to sell any public housing program to any local 
community. 

Mr. Wotcorr. Does the Public Housing Authority have to put any 
money into the project ? 

Mr. Stusser. Do they have to put money into it? 

Mr. Wotcorr. Yes. 

Mr. Scusser. It is totally their money except the subsidy paid by 
the Federal Government. We make the original loan to the local 
housing authority for the construction of the property. 

Mr. Wotcorr. How much money do they have to put in generally ? 

Mr. Stusser. In the initial program ? 

Mr. Wotcorr. Yes. 

Mr. Susser. They don’t put any money in. We loan them the 
money. 

Mr. Wotcorr. That is the preliminary loan? 

Mr. Stusser. Yes. 

Mr. Wotcorr. What is the preliminary loan for? 

Mr. Suusser. It is for the planning of the project, to have a site 
plan drawn, select a site, and to have that site appraised. 

Mr. Wotcorr. Do you have to enter into a contract with them on 
planning? 

Mr. Stusser. We have a preliminary loan contract with them. 

Mr. Woxcorr. What does a preliminary loan contract call for ? 

Mr. Stusser. The preliminary loan contract requires them to follow 
certain procedures in accomplishing the early planning stages; that is, 
to get the site planned and to get the appraised value of the land, and 
have it sent in for review. 

Mr. Wotcorr. How do you determine the amount of loan for the 
preliminary survey, and so forth, the preliminary contract ? 

Mr. Srusser. By the number of units that they desire to have built 
or that we approve to have built. 

Mr. Wotcorr. How about these cases where these agencies voted 
not to have any public housing units? Is there anything to that? How 
do they get into that? 

Mr. Stusser. In the past there have been some cases. There has 
not since I have been in the office of the Commissioner. In fact, I 
have required by administrative directive even in the older progr: ams 
where they already had preliminary loans for a number of years, 
that they get a current reaffirming resolution from the city council 
before we will proceed with any program. 

Mr. Wotcorr. Word has come to us that in some of these localities, 
especially the smaller ones, they thought they were signing for a pre- 
liminary survey contract, and in doing so they made firm commitments 
for 40-year contracts providing for 40-year subsidies. 

77603—56——8 
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Mr. Stusserr. I know nothing of that, sir. 

Mr. Wotcorrt. They have to agree to pay taxes, and so on, don’t they ? 
What do they have to agree to? 

Mr. Stusser. In the way of taxes? 

Mr. Worcorr. Yes. What is their contribution ? 

Mr. Stusser. They pay 10 percent of the shelter rent as payments 
in lieu of taxes. 

Mr. Wotcotr. What is shelter rent ? 

Mr. Stusser. That is the rent receipts from the project, excluding 
the cost of utilities. Ten percent of that is returned to the local com- 
munity as payments in lieu of taxes on the property. 

Mr. Woxcorrt. Then they just enter into an agreement to pay 10 per- 
cent of the shelter rent ? 

Mr. Stusser. Yes. 

Mr. Wotcorr. How do you arrive at that figure ? 

Mr. Stusser. It is a figure established by Congress, sir. 

Mr. Wotcorr. How do you know what the shelter rent will be? 

Mr. Stusser. We don’t know that in advance. 

Mr. Wotcorr. How do you know how many units they will get? 

Mr. Stusser. We know how many units will go in. 

Mr. Wotcort. You don’t know until you have made a survey, do 
you ? 

Mr. Stusser. No, sir; we don’t know how many units we will ap- 
prove until we have made a survey. 

Mr. Wotcorr. Then you don’t know what the shelter rent will be. 
Do you set that arbitrarily? 

Mr. Stusser. The cooperation agreement agrees to 10 percent of 
shelter rent to be returned as payments in lieu of taxes to the local 
community. That is cooperation between the local community and 
the housing authority, regardless of the number of units they would 
build and what the income from the property would be. It would be 
10 percent of shelter rent returned to the community as payment in 
lieu of taxes. 

Mr. Wotcorr. At which stage of the proceeding do you enter into 
an agreement with the local housing authorities for these annual con- 
tributions ? 

Mr. Susser. For the annual contribution ? 

Mr. Wotcorr. At what stage of the proceeding ? 

Mr. Susser. After preliminary planning is completed, and the 
cost of the project is known. 

Mr. Woxcorr. After the project is constructed ? 

Mr. Stusser. Final development cost is determined, and that estab- 
lishes the subsidy payment. 

Mr. Wotcorr. Does the Federal Government put up the money for 
the development costs ? 

Mr. Stusser. Yes, sir. 

Mr. Wotcorr. All of it? 

Mr. Suusser. By loan. 

Mr. Wotcorr. How is this loan repaid? 

Mr. Stusser. By selling bonds on the open market. 

Mr. Wotcorr. Who buys the bonds? 

Mr. Stusser. They are sold in the private market. 

Mr. Woxcorrt. Is any evaluation of the amount of the loan taken 
into consideration in determining the annual contributions and that 
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part which the local housing authorities have put in? It seems in 
the 1937 act the local housing authorities had to put up 10 percent of 
the development costs. 

Mr. Stusser. I am not familiar with that, Congressman. 

Mr. Wo corr. In the 1937 act, when we extended it in 1939, we 
were told here that the local housing authorities would issue bonds 
for this 10 percent. Then the Public Housing Authority would in- 
crease the amount of the annual contributions by enough to retire 
these bonds which presumably were sold on the open market by the 
local housing authority. The local housing authority didn’t have one 
red cent after they got through. We were charged with intellectual 
dishonesty because we did that. 

From 1939 until 1949, because of those practices, we didn’t hear 
anything about public housing. That was the reason for it. 

What changes exist between the procedures in the 1937 and 1939 
act with respect to the local public housing participations with the 
present ¢ 

Mr. Susser. I am sorry. I am not familiar with that legislative 
history. Perhaps someone else here can give you that answer. 

Mr. Wo tcorr. It has come to my attention it will be covered later. 

Some of these small communities have been told all they were sign- 
ing for was to get money for preliminary investigations as to the hous- 
ing situation in their area, and they discovered that after they signed 
the contract they had signed a 40-year contract waiving taxes and 
giving a full go ahead for putting up a public-housing project. Is 

at possible? 

Mr. Susser. Apparently it was. 

Mr. Corr. I wonder if there is not some error in that. It seems to 
me it would be pretty difficult 

Mr. Wo tcorr. I hope there is. 

Mr. Corer. It seems to me it would be pretty difficult for that to 
occur. We would be glad to look into it, because I know Mr. Slusser 
would not permit such a thing to occur if he knew anything about it. 
He is not that kind of an operator. 

You are talking about present projects, are you not, Mr. Wolcott? 
You are not talking about 1937 or 1939 but presently ? 

Mr. Wo corr. Yes. 

Mr. Mutrer. I don’t think Mr. Slusser means he knows of any 
instances where that happened. 

Mr. Stusser. I thought he was referring 

Mr. Mutter. That is why he said it was possible. 

Mr. Susser. I thought he was referring to 1937 and 1939. 

Mr. Wotcorr. No. When you sign these contracts they thought 
it was for preliminary investigation, but they found themselves sad- 
dled with a 40-year contract, where they have to pay taxes and they 
are given a full go-ahead for the project. 

Mr. Stusser. As I stated previously, we have a reaffirmation of 
the local community, by the governmental body, authorizing the 
Housing Authority to go ahead. In several instances I know where 
the local governing body turned down public housing and we did not 
go ahead. I know of no instance where we went ahead without the 
full authority of the local governing body and the Housing 
Authority. 
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Mr. Woxcorr. Any change of procedure with respect to the han- 
dling and signing of these annual subsidy contracts within the last 
year ? 

Mr. Susser. Have we changed the procedure of them? 

Mr. Wotcorr. Yes. 

Mr. Stusser. Yes, we have made some changes in the annual con- 
tribution contract. 

Mr. Wotcorr. What is the change in the procedure you made? 

Mr. Stusser. I cannot recall all of the sesihens: it was somewhat 
of a tightening-up process in the contract to overcome some of the 
difficulties that historically had taken place. 

Mr. Woxcorr. Under these 40-year contracts 

Mr. Stusser. May I go back to the other question? There was 
no change in the procedure, but there was change in the annual con- 
tribution contract. I thought that was your question. We did make 
some changes in the annual contribution provisions. 

Mr. Wotcorr. How do you arrive at the community contribution ; 
what are the contributions for ? 

Mr. Stusser. The contribution is determined by the cost of the 
ae 9 the rent we collect and the net residual receipts as a payment 

yy the local authority. The subsidy makes up the difference. 

Mr. Wo xcorr. In relation to the ultimate cost of the project, what 
is the average, if there is an average, increment to the cost occasioned 
by the annual contributions? I know I do not make myself very 
clear, but this whole thing is pretty muddy in my opinion. You 
make annual contributions over a period of 40 years. Let us take 
an example. The construction cost of a project, we will say, is 
$500,000. After the 40-year period has Brean what does that 
amount to; in addition to the $500,000, what would it be? 

Mr. Stusser. Based on about 4 percent on the capital charge, what- 
ever that would amount to. 

Mr. Wotcorr. What is the 4 percent based on? 

Mr. Stusser. The annual debt service on the capital cost over the 
period of time. 

Mr. Wotcorr. It would be 4 percent of what? 

Mr. Stusser. Four percent of the total development cost. 

Mr. Wotcorr. What would 4 percent on $500,000 be? 

Mr. Stusser. It would be 4 percent debt service over a period of 
40 years, on the total development cost. 

Mr. Wotcorr. That would be $20,000 a year for 40 years ? 

Mr. Stusser. Yes; I think that would be right. 

Mr. Wo corr. $800,000 for 40 years, on an initial expenditure of 
$500,000 ; is that about right ? 

Mr. Stusser. Yes, that would be about right. 

Mr. Wotcorr. Then it would be profitable for the Federal Govern- 
ment to build the properties outright in the first instance, would it 
not? 

Mr. Susser. No, I do not think so. The residual receipts reduce 
the amount considerably. 

Mr. Wotcorr. What are the residual receipts ? 

Mr. Stusser. This coming year, we estimate $135 million as total 
rental income and net residual receipts at $23 million. 

Mr. Wotcorr. What do they consist of ? 
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Mr. Suusser. Net rentals from properties. 

Mr. Wotcorr. You get the rents anyway / 

Mr. Siusser. Yes, we get the net rents as a credit against annual 
contributions. 

Mr. Wotcorr. And you are going to get the residual receipts, are 
you not, just the same, over this 40-year period ¢ 

Mr. Suiusser. Of course it costs something to operate and maintain 
the property over that time. 

Mr. Woxcorr. Do you subsidize the maintenance of the properties, 
and so forth ? 

Mr. Stusser. No, sir. 

Mr. Wotcort. Is that contained in the annual contribution? 

Mr. Stusser. Not in the view I take of it. We do not subsidize 
the operation of the plant. They get that from the rental income of 
the property. We do subsidize the debt service of the property. 

Mr. Woxcorr. For tax purposes, you write off about $1 million 
more than the $800,000 for 40 years than the initial cost. You take 
into consideration all of your depreciation at the expiration of 40 
years, and have a good deal of your residual cost, or whatever you 
might call it, for maintenance of the project. 

Mr. Stusser. Mr. Chairman, we would like to furnish for the record 
the information on the request of Mr. Wolcott on the cost of projects, 
We would like to prepare a statement for the record on that. 

Mr. Brown. All right. 

(The information is as follows:) 


FINANCING THE CAPITAL COST OF LOW-RENT HOUSING 


Local authorities finance the capital cost of their low-rent projects by short-term 
borrowing during construction and by the sale of long-term bonds upon com- 
pletion. The United States Housing Act authorizes the Public Housing Admin- 
istration to make such loans to the local authorities, but limits the amount of 
the loans to 90 percent of the total project cost. The remaining 10 percent must 
be obtained by the local authorities from other sources. 

As 4 matter of fact, however, the loans by PHA to local authorities are only 
a very small fraction of the authorized amount. On December 31, 1955, local 
authorities had loans outstanding from private investors amounting to $2,774 
million, while their borrowings from PHA amounted to only $90 million. Thus, 
only 3% percent of the outstanding financing was by loans from PHA, 


ADVANTAGES OF ANNUAL CONTRIBUTIONS INSTEAD OF CAPITAL GRANTS 


It was estimated in the hearings that if a project costing $500,000 is financed 
by bonds which mature over a 40-year period, the total disbursements for repay- 
ment of principal and interest over the 40-year period would amount to $800,000. 
It is, of course, natural that the total expenditure for financing a project over a 
period of years exceeds the initial capital cost. This is equally true in the case 
of a privately owned dwelling financed by a mortgage or any other property 
amortized over a period of time. 

It does not follow from this, however, that it would be cheaper for the Federal 
Government to finance the cost of public housing through capital grants. The 
appropriations for such capital grants would have to be financed by Treasury 
borrowings, and such borrowings would bear interest until repaid. Moreover, 
the contributions actually paid year by year are substantially less than the 
annual debt service required for interest and amortization. This is because 
the contributions are reduced each year by the residual receipts of the project; 
that is, by its rental earnings less the cost of management, repairs, utilities, pay- 
ments in lieu of taxes, etc. These residual receipts over the period 1941 through 
1955 aggregated 53.8 percent of the maximum contributions. In other words, 
the rents of the projects have not only paid all operating costs, but also 46.2 
percent of the interest and amortization of the capital costs. 
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If a capital-grant system were used, these residual receipts which accrue 
over 40 years would not, of course, be available in advance, and appropriations 
would have to be made covering the full cost of the projects and involving sub- 
stantial increases in the national debt. By contrast, under the annual-contribu- 
tions system the necessary subsidies are appropriated year by year so that 
the cost of providing housing for low-income families is spread over the period 
during which the projects are in use. 

Mr. Wotcorr. Now has the President changed his mind about public 
housing since 1954? I have not read anywhere that the President has 
changed his mind at all. 

Mr. Corx. No, he has not, Mr. Wolcott. 

Mr. Wotcorr. Then what is the matter with the criteria that we 
wrote into the 1954 act? 

Mr. Coxe. I do not think that was what the administration recom- 
mended. 

Mr. Wo corr. Are you distinguishing between the President and 
the administration ? 

Mr. Cote. No. 

Mr. Woxcorr. Well I have to; because I am not going to take this 
thing much longer. I have been taking it for the last 2 or 3 years. 
I was at a conference at the White House and there was not a day 
but what they told me what they wanted and what they wanted they 
got. I got back to the office and wrote it into the law and it became 
the 1954 act. And we heard nothing about it for 11 months, and I 
found out you only contracted for about 100 units in 11 months, out 
of that 35,000 units and then within 30 days of the last of the year— 
in 11 months you only contracted for 100 units, and in the twelfth 
month you contracted for 19,000 units. I have never been able to 
understand that, not at all, and have not yet had an explanation of it. 

I have not seen anywhere where the President has changed his 
mind with respect to the necessity for public housing. We were told 
at that time his purpose was to make provision for the replacement 
of people who are to be displaced by urban rehabilitation and slum 
clearance. 

Mr. Corr. That is still the basic purpose of the administration’s 
program ; it is still the program. 

Mr. Wo xcorr. I do not understand it that way. As I have told 
you, I have been trying to find out for 3 years who the “they” are 
in the Government, who are claiming different from what the Presi- 
dent told us himself. 

Mr. Core. I am the Administrator of the Agency, and I must take 
and do take responsibility for this; and if I am contrary to the Presi- 
dent’s request, then I am responsible for it. But I do not think I am. 

Mr. Wotcorr. I will say in my own defense that I am going to take 
the attitude that the 1954 act expressed the wishes of the President 
until the President tells me differently himself, or it comes directly 
from the President that he has changed his mind. And I do not want 
to hear any more about the “they” in the White House who have 
changed their mind, until the President tells me he has changed 
his mind. 

Mr. Mutter. Are we going to change “protocol” in this committee 
on quoting the President? I have always understood that the “ad- 
ministration” means the “President.” 

Mr. Rarns. I do not want to get into that, but it is a fact, Mr. Cole, 
that in the President’s state of the Union message he set forth in plain 
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English that he wanted 35,000 units of public housing in each of the 
years? 

Mr. Corz. That is right. 

Mr. Rarns. If he changed his mind, I do not know anything about 
that; but, Mr. Slusser, I would not want the record to stand that a 
$500,000 public housing program would cost the Government $800,000. 
That is not right, is it 

Mr. Susser. No. 

Mr. Rarns. Let us go back and put on the record like it actually 
happens. In a public housing project, wherever it is, the first step 
necessary is for the State legislature to enact a law providing for the 
setting up of local housing authorities in the various towns and cities 
of the State. That is the first step, is it not? 

Mr. Suusser. That is right. 

Mr. Rarns. The next step is that the local housing authority must 
a0 a resolution stating the need and the reasons for needing public 

ousing units, and that must also be approved by the city council or 
the city governing body; is that correct? 

Mr. Stusser. That is right. 

Mr. Rains. And then the application comes to Washington, and the 
first thing you do is to make an investigation to ascertain the need and 
the economic feasibility of the project; is not that correct? 

Mr. Susser. That is right. 

Mr. Rarns. And is not that part of the preliminary planning 
you do? 

Mr. Susser. That is correct. 

Mr. Rarns. Then the preliminary loan or grant which you make 
to the local housing authority is utilized in what—the architect’s 
plans, and so forth ? 

Mr. Stusser. It is used in the preliminary site drawing, to indicate 
what the local authority thinks it can put on a certain site which it 
has selected and can acquire. 

Mr. Rains. And simply to straighten out the record and get your 
idea, if that local community doesn’t need a project, you do not force 
a 40-year contract on them unless they measure up to your criteria 
and qualifications, do you? 

Mr. Stusser. They must meet all the requirements of the law. 

Mr. Rarns. And in actuality, this is the way it works. In all the 
instances I know—there may be exceptions here and there—the hold 
back comes from the PHA in Washington, instead of from the local 
housing authority in the field. In other words, you are not pushing 
it on them; they are pleading for it. It not that the usual rule? 

Mr. Stusser. We believe at the present time we are serving the needs 
of the community. They are making the request upon us. We do 
not always agree as to the number of units they may want. We may 
find a difference existing as to market in the community and, because 
of the changed economic conditions, they are asking for more than 
we think they need over a long period of time. 

Mr. Rarns. There is not too much difference between the bill Mr. 
Widnall introduced and the bill I introduced, but I have one policy 
question I want to ask: Do you believe it is to the benefit of the public 


housing program that it be extended more than a period of 1 year at 
a time? 
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Mr. Stusser. I think that is too short. 

Mr. Rarns. Will you state a few reason why it is essential, if we are 
to continue the program, that it should be continued for more than 
one year at a time? 

Mr. Siussrr. To begin with, it gives the local community an op- 
portunity to properly “pl: in for the program; it gives us an oppor- 
tunity to properly review that program without the haste which Mr. 
Wolcott spoke about a few moments ago. We are rushed at deadline 
dates at the end of the year, and pressure is upon us to. make speed 
within the authorization of Congress, within the 1 year’s time. We 
have need, I think, to level out “the program as to what the actual 
need is. 

Mr. Rarns. Also, it presents a personnel problem to you, does it 
not ? 

Mr. Stusser. That very definitely is one of the administrative prob- 
lems, the fact we cannot recruit help for the technical divisions on a 
1-year basis. 

Mr. Rarns. In your statement in mentioning the difference between 
the bill I introduced and Mr. Widnall’s bill with reference to housing, 
you stated that H. R. 9587 would give preference in public housing 
projects to the elderly, and you said also that in the bill I introduced 
it would give preference in projects to the elderly; but in the bill I 
introduced it would only give preference in these extra units over and 
above and would not eliminate the present preference in existing units 
for GI's, and so forth. There is that difference ? 

Mr. Stusser. I believe the difference was in the definition of fami- 
lies. Yours would require that they be families with the head 65 years 
or older; whereas in H. R. 9537 we would permit a family where 
either the husband or wife is that age. We do now consider that if 
there is a family of two, an older gentleman and his wife, and if he 
should pass away, the wife could continue in occupancy. 

Mr. Rarys. I think that is splitting hairs. If he passes away, I 
think the widow becomes the head of the house, or whoever is ieft. 
I do not see a great deal of difference in that. What I am talking 
about, and I do not want to get confused, in the bill I introduced I do 
not seek to make any preference in the elderly citizens in the 50,000 
units, but only that preference in the additional 10,000 units is pro- 
vided ; whereas in the bill Mr. Widnall introduced, the preference goes 
toallunits. That difference is there, is it not? 

Mr. Siusser. That is correct. 

Mr. Rarns. Now some of us are a little interested in certain sections 
of the bill Mr. Widnall introduced about the disposing of certain 
projects. We have no information, of course, about that and certainly 
have no objection to it. I would like the record to show, as I am sure 
you will agree, that the building at Georgia Tech in Atlanta is not 
only in ar ather dilapidated condition, and that the e: umpus and prop- 
erty all adjacent to it belongs to Georgia Tech ? 

Mr. Stusser. It is adjac ent to their property ; yes, sir. 

Mr. Rarns. And could be used for no purpose without complete 
rehabilitation, except as a dormitory ? 

Mr. Suusser. I cannot answer that, as it is new to me. 

Mr. Rains. I went through it room after room and would make the 
statement that it would have to be completely redone and changed for 
any purpose except to be used for their dormitory. 
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Mr. Stusser. My understanding is that it was originally one of 
the building units 1n a project known as Techwood homes. 

Mr. Rats. If you will look it up, you will find that first of all it 

was built by Harold Ickes back in the days of PWA and, whereas 
Techwood was classed as a housing project, this does not seem to have 
any connection with Techwood. 

Mr. McDonoveu. Mr. Slusser, in your statement concerning pref- 
erence of elderly families for public housing units under the two bills 
before us now, is it your opinion that should apply to agencies and 
occur in public housing units now in operation throughout the coun- 
try, that elderly families be given preference ? 

Mr. Stussrr. Yes; they should be given preference in units that 
are suitable for them; that is, in efficiency apartments or one-bedroom 
units, they should be given preference for those. 

Mr. McDonoven. Do I understand you to say that if vacancies 
occur here or there in public housing units now in operation, that 
elderly families should be given preference in units that are adapt- 
able to their use ? 

Mr. Suussrer. That they should be given preference. There are 
other preferences, of course. That would be up to the local housing 
authority as to the need there may be in the community. 

Mr. McDonovcu. That probably goes to the question of what au- 
thority or what jurisdiction does the Federal Housing Authority have 
over the public housing units in the various States, insofar as their 

olicy is concerned. Do you have any jurisdiction over the public 
| caidas hdteacitien te the various States ? 

Mr. Stusser. The local authorities would have to agree to that by 
their contract relationship with us. If you are pointing to the ques- 
tion only of the preference, that would be a contractural relation 
between the Public Housing Administration and the local housing 
authority, and we would have some determination on how they are 
using their units. 

Mr. McDonoucu. What I am getting at is this: If we adopt the 
legislation before us and give preference to elderly families in public 
housing units to be built from hereon out, and the public housing 
authorities of the various States do not amend their contracts, how 
could you give preference to elderly families in the projects now in 
operation, where there is not already a preference for elderly families 
in the various parts of the country ¢ 

Mr. Stusser. That is true, if they do not agree to the preference. 

Mr. McDonoveu. So the only public housing projects in which 
elderly families can be given preference are those built from here on 
out under this legislation. 

What I am getting at is I think we should provide that we are going 
to recognize that elderly families should be given preference in future 
housing units; we should provide as vacancies occur or exist that 
elderly families be given preference. If we are going to be equitable 
about it, we have to do that; because, otherwise, we are going to say, 
“These units are for preference to elderly families; these are not.” 

Mr. Stusser. That is the purpose of the presentation we are making 
to you. There may be such need in one particular community, such as 
in some of the southern and southwestern districts, where a good many 
people go for health conditions, and so forth, that are retired people, 
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that as a matter of public welfare they might want to build some units 
for elderly families, and in other communities there are a number of 
the early projects where they built a considerable number of efficiency 
and one-bedroom units, where they find vacancies occurring because 
the families are getting much larger. So we feel there is enough avail- 
able in the various projects that units could be made available for 
preference to elderly families. td 

Mr. McDonoven. You are talking about units that are now being 
used # 

Mr. Srusser. Units that have been constructed and are in operation. 

Mr. McDonovuen. Of the total number of units that are now in use, 
or are now available for use, how many vacancies do you have? 

Mr. Suusser. In the total program ? 

Mr. McDonovucu. Yes. 

Mr. Susser. We are at about almost full occupancy. We have 98 
percent occupancy. We allow 2 percent for turnover of families and 
rehabilitation of the units when they move out; but we are nearly at 
total occupancy. : 

Mr. McDonovucnu. What is your experience as to individuals who 
have been living in these public housing units for a period of months 
or years as to how they are affected? When do they move, why do they 
move / 

Mr. Stusser. They move if they become ineligible; they are required 
to move out then. For some of them, their economic conditions have 
changed and they are able to go out and get another building, and 
they move out for that reason. Our turnover in the projects, I 
believe, is about 3 years average occupancy. 

Mr. McDonovueu. So far as their policy in the various housing 
projects throughout the country is concerned, do you have any juris- 
diction in recommending to the Housing Authority that a certain new 
policy should be instituted in the projects under their jurisdiction, or 
are they completely independent of you? 

Mr. Suusser. Only where that would relate to our contract that we 
have with the local Authority. 

Mr. McDonoven. Of course where the original terms of the con- 
tract were agreed upon and there would be no change, you would not 
recommend anything beyond the contract terms ? 

Mr. Stusser. We would under certain circumstances. However, 
that is a matter for the determination of the local authority. I think 
our contract is broad enough to cover operations of the local housing 
authority to bring to their attention something that we feel is wrong, 
or something that we think should be corrected. 

Mr. McDonoveu. What is the total number of units available in 
public housing ? 

Mr. Stusser. 415,000 units actually in operation at the present time. 

Mr. McDonoveu. And that goes back clear to the 1937 act? 

Mr. Stusser. That goes all the way back to 1933. That includes 
PWA projects—414,026 actually in management; 20,215 under con- 
struction; 55,741 under annual contribution contracts, but not under 
construction. 

Mr. McDonovueu. How many under construction ? 

Mr. Stussrr. 20,215 units and 55,741 under annual contribution con- 
tracts. 
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Mr. McDonoveu. They are not included in the 414,000 ? 

Mr. StusseEr. No; they are not. 

Mr. McDonovueu. The 20,000 under construction are not included ? 

Mr. Stusser. No, they are not. The 414,026 are in operation and 
under management. 

Mr. McDonovenu. What is the total monetary obligation there; how 
much money would that represent ? 

Mr. Stusser. You mean the total cost of all those projects ? 

Mr. McDonoveu. Yes. 

Mr. Stusser. I would have to furnish that for the record, I do not 
have that figure. 

Mr. McDonoven. And what is the average rental ? 

Mr. Suusser. The average rental is $34 a month. That includes 
utilities and all, including everything. ‘That is the average overall. 

Mr. McDonovucu. What is the top rental? 

Mr. Susser. I will have to get that for you. 

Mr. McDonoven. I was curious about some of the provisions here 
and, insofar as this policy of giving preference to elderly people is 
concerned, I think we have to be very certain that we do not say cer- 
tain of these public housing units are eligible for first preference for 
elderly people, and certain others are not. And I am still doubtful 
as to what jurisdiction you have for telling the housing authorities in 
the various States the conditions under which they will apply it to 
the units that are there now. If they do not make it applicable, how 
are you going to effect it ? 

Mr. Stusser. They can make it applicable if they wish. 

Mr. McDonoven. Does the law make it retroactive ¢ 

Mr. Stusser. No, you cannot make it retroactive. The bill of Con- 
gonate Widnall permits the Housing Authority to do this if they 
wish. 

Mr. McDonoveu. But it is voluntary on their part? 

Mr. Stusser. On the part of the local authority. They have the 
reference given to them by law and it becomes a problem for the 
ocal community or the authority to work it out. The same thin 

would be true in the construction of new buildings. If they want 
to set aside so many units in that new building, that would be deter- 
mined by the survey of what they have of elderly citizens, plus what 
they need for the low-income people with ordinary families. 

Mr. McDonoveu. What is the maximum rental ? 

Mr. Suusser. The maximum rental is approximately $60 to $65 a 
month for the average size family. The rents are based upon 20 per- 
cent of the income of the wage earner. 

Mr. Mutter. Did you say wage earner, or family ? 

Mr. Suusser. Of the family; the total income of the family. 

Mr. Mutter. There may be more than one wage earner in the family? 

Mr. Stusser. Twenty percent of the total income of the family. 

Mr. Muurer. The situation presented up to now in connection with 
elderly people has been particularly with respect to single elderly 
persons and, when that person applies, he would have to be told that 
under existing law and regulations he does not meet the definition of 
“family” and therefore he could not qualify and, therefore, they could 
not take him? Is not that correct? 

Mr. Stusser. That is correct. 
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Mr. Muurer. And whether you put in a mandatory provision or a 
permissible provision will not make much difference; as long as there 
is a provision in the law, there will be enough pressure put on the local 
agency that they will take care of these elderly people; will there not? 

Mr. Stusser. I think that is correct. 

Mr. Murer. And we really do not have to concern ourselves with 
whether or not we are going to change any contracts. You are not 
going to have to force any change on the local authority; if we have 
the law written so that a change can be made, there will be local pres- 
sure there on the local authority so that it will soon direct the change? 

Mr. Stusser. My observation is that the local authorities are very 
agreeable to aiding elderly people as much as they can. 

Mr. Muurer. And all we need to do is to make the definition broad 
enough in its provisions so that that can be effected ? 

Mr. Stusser. That is right. 

Mr. Murer. Almost every year, at least every year since I have 
been here, when the matter of public housing has been brought before 
us, there has been an attempt to discredit it by talking about people 
being in the projects who should not be there. It is intended for 
people who cannot buy their own housing, or whose income is inade- 
quate for rental of decent housing. Has your agency been sitting on 
the proposition so that no one who does not belong stays on and that 
they are forced out of public housing or do not stay there any longer 
than it takes to catch up with them ? 

Mr. Stusser. We follow it very closely; yes, sir. 

Mr. Muurer. And so far as you know, the housing authorities 
follow it very closely ? 

Mr. Stusser. We personally audit their accounts every year and at 
that time any ineligible tenant has to get out; or if we get complaints 
from some community that there is a known ineligible family in the 
project, we make an investigation. 

Mr. Muurer. Obviously where a family has moved in and has quali- 
fied as eligible, and things have improved in the family, their income 
has gotten up beyond that which made them eligible, you do not catch 
up with them overnight ? 

Mr. Stusser. We find this, that sometimes the son will get back from 
the service and he gets a job and stays with his family, and sometimes 
that is referred to us and sometimes not; or, if a boy gets out of high 
school, and is no longer a minor, he gets work and is regularly em- 
ployed and has an income which of course supplements his father’s 
income and makes them ineligible. 

Mr. Mutrer. And sometimes by the time you find out, the young 
man has gotten married and has moved into his own household and 
the family is left? 

Mr. Stusser. That is true. 

Mr. Muurer. You do the best you can under the circumstances and 
try to see that only those people who are qualified remain in the 
projects? 

Mr. Stusser. I think the local housing authorities are doing a good 
job and trying to keep their properties rented under the requirements 
of the law and under the rules and regulations of the Public Housing 
Administration. We have been rather tough about that. I do not 
think we are running into too much of a problem. I would not say 
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there is not some abuse right now, because there probably is; but at 
least we follow it very closely and I think we hold it to a minimum. 

Mr. Mutter. You mentioned the fact that the average family lives 
in a project of this kind about 3 years. Could you give us, percentage- 
wise, what the average turnover is? At one time, we were told there 
is a turnover of about 25 percent. What is the present turnover? 

Mr. Stusser. It is up to about 30 percent now. 

Mr. Mutrer. In other words, the people who move into these proj- 
ects stay there as long as they are qualified; and, as soon as they are 
not, they must buy or rent something outside of the project? 

Mr. Stusser. We find about 20 percent of them purchase their own 
homes. That is why I am anxious that this total housing program 
afford some relief in the FHA program in the extension of time and 
the lowering of mortgages may aid us to a greater extent to help those 
people get homes. 

Mr. Motrer. Actually since this program has been in existence, 
although you only have a total of 415,000 units now occupied, the 
number of families who lived in them since they were made available 
must run into the millions; is not that right. 

Mr. Susser. Yes, that is true, 

Mr. Mutrer. There are also questions raised every now and again, 
and are raised here today by our distinguished former chairman, 
the minority ranking member, Mr. Wolcott, about these projects 
being forced upon a community. Do you know of any single commu- 
nity that has been forced to take a public housing project against its 
will? 

Mr. Stusser. I do not know of any; no. I can only say that, since 
I have been Commissioner of the Public Housing Administration, no 
community has been forced to take a public housing program. 

Mr. Muurer. As a matter of fact, if there is any community that 
made a contract for a loan for planning in order to determine whether 
or not they wanted to be served and in connection with the planning 
loan they did inadvertently sign a commitment and then wake up to 
find out they had made a commitment for a project, as a matter of fact 
you would not make them go on with that and make them abide by 
the commitment, if they said they did not want to go ahead with it? 

Mr. Stusser. We have canceled many contracts. 

Mr. Moutrer. And you do not know of a single instance where you 
made a preliminary loan before they made a survey and came up 
with a plan, if they decided to elect not to go ahead with the project, 
that they were forced to do so, do you? 

Mr. Stusser. No; I do not. 

Mr. Murer. And, if they had made a mistake or changed their 
mind you would let them get out? 

Mr. Suusser. If they felt they could not go through with it, we 
would cancel it. 

Mr. Mutter. And if they felt they did not want to spend the 
money, or that the community did not need it, you would be prepared 
to let them out and not compel them to take it? 

Mr. Stusser. Let me state this: They would have to pay the loan 
back; they would have to pay back the advance made to the local 
community. 
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Mr. Mutrer. Of course I do not mean you would cancel the loan. 

Mr. Siusser. We would cancel the contract, but they would have to 
pay the loan back. 

Mr. Mutter. But you would not force them to take any more money 
to build the project, if they did not want to? 

Mr. Stusser. No, sir. 

Mr. McDonoveu. I think the record here shows that Mr. Slusser’s 
administration has been very good in regard to the policing of the 
public housing units; that they have not forced a community to take 
public housing against its will; but our experience out in Los Angeles, 

revious to this administration, was that the community raised up in 
its wrath and said they did not want public housing and said that cer- 
tain regulations or resolutions had to be passed by the legislation, 
before they would build it. 

Mr. Mutter. I will go along with you and join with you in com- 
»limenting this administration and Mr. Cole and particularly Mr. 

lusser and say that the Public Housing Administration are doing a 
fine job; but I will not go along with you and say that your commu- 
nity or any other community has been forced to do anything against its 
will. In fact, I have stated before and I will repeat again that it is a 
fact in connection with your community that a binding contract was 
made in accordance with the law of the community, and the community 
then changed its mind and went to court to set the contract aside, and 
the court said it would not, and they had to change the local law in 
order to revoke the contract. Whether that was good, bad, or indiffer- 
ent for the community, I do not care. The fact of the matter is the 
Public Housing Administration did not try to compel the community 
to do anything against its will. 

Now, Mr. Slusser, you did indicate that private enterprise is finding 
a way, quoting from the bottom of page 3, that— 

Private enterprise is finding a way to reach some of the people who heretofore 
have relied on public housing for decent living. 

Would you mind elaborating briefly on that and telling us how 
they are doing it? 

Mr. Stusser. I believe private enterprise—I do not like “private,” 
I should say “free enterprise” is attempting to do something in the 
way of low-cost, low-income housing, and I think the present bills 
that are before you now, and the recommendations, will help us in 
that direction. As you know, minority housing is one of our thane: 
problems and that is difficult. 

Mr. Mutrer. In addition to the single person occupancy, you also 
have the problem of the large family occupancy, do you not? 

Mr. Stusser. Yes; that is one of our problems. 

Mr. Mutter. How are you attacking that problem? 

Mr. Srusser. Most of the construction coming now from the local 
communities are for the larger units, for the 3,- 4,- and 5-bedroom 
units in the low-income families. That is why in speaking of housing 
for the elderly people, in the early days of the program they built 
a number of efficiency apartments and single-family apartments. 
These are now, in some cases, problems for the local housing authori- 
ties because of the growing family size. We believe those are now 
available for the elderly people and by some adjustments and by add- 
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ing certain amenities, they can be used, as well as constructing new 
buildings as required in some localities. — 

Mr. Mutrer. You referred in your statement, Commissioner, to 
section 614. Your reference to it is on the bottom of page 11. You 
indicate there that if the highest bid is not the equivalent or higher 
than fair value that you may reject the highest bid and proceed to 
negotiate. Of course you would contemplate in such negotiation 
you would sell it for fair value? 

Mr. Srusser. I did not get your question. 

Mr. Mutter. You urged that we provide that you may reject the 
highest bid where it is under fair value, and that you may then pro- 
ceed to negotiate for sale of the property. Do you peeor that 
such negotiations may result in a contract that will provide for the 
payment of fair value, or do you seek permission to sell for less than 
fair value? 

Mr. Stusser. No, sir. We expect competitive bids. We find our- 
selves in that position sometimes now, where we have had competitive 
bids and the bids have been considerably below the fair value or 
market value of the property. That is determined usually by a fee 
appraiser in the local community and then by our own appraisal staff. 
We then establish the fair market value. Sometimes some one wants 
that particular piece of property, and he will come in and pay right 
near the fair value or the fair value price. , 

Mr. Mutrer. If you have the permission you may negotiate with 
the very people who bid less than fair value, and bring them up to 
fair value? 

Mr. Suvusser. That is right. 


Mr. Mutrer. You would have no objection to that particular por- 
tion reading: 


may thereafter dispose of the property by negotiation provided that at least fair 
value is realized. 

Mr. Corr. Mr. Multer, I believe we should think about that. I cer- 
tainly do not like to tie it up so that it cannot be sold, yet I personally 
am very much concerned about any negotiated sales. Let us see if we 
cannot come up with an answer that would be satisfactory. 

Mr. Mutrer. As I posed the question 

Mr. Corz. I think it is a good question. 

Mr. Mutrer. There is a possibility you may not be able to get fair 
value. Suppose you got within a few thousand dollars of it. Why 
should you carry it? You might carry it for the next 6 months, and 
the loss in the next 6 months might be more than the difference between 
and fair value and the negotiated price. 

Mr. Stusser. If the negotiated offer was better than any of the bids 
and that was the best price we could get by solicting on a negotiated 
basis, certainly we would sell it. 

Mr. Mutter. Possibly we are getting into a field where you cannot 
be too specific. You can give it some further thought. If you think 
the language can be improved I am sure the committee would be glad 
to have your views on it. 

That is all, Mr. Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wipnau. Mr. Slusser, do you have any indication at all of the 
number of people on the waiting fist for these public housing units? 
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Mr. Stusser. We do not have that. A good many of the local 
authorities have such a list. Many other authorities stop taking 
applications when the waiting list they have is too long. The projects 
are full, and they havea long- -enough list of eligible families to move 
in to fill whatever vacancies might occur for a long while. There- 
fore they do not keep a waiting “list on more families then they can 
reasonably handle on turnover. 

Mr. Wipnati. How do you have an indication of need for additional 
units within a community, then? 

Mr. Stusser. By getting the current rate of applications and by 
surveys of the community. 

Mr. Wipnauu. I am interested in the fact that you say you are get- 
ting a turnover of about 30 percent. Now, are a number of those 
people moving out just because they have reached an income status 
where they have to move, or have they purchased properties outside, 
or rented them ? 

Mr. Stusser. Both—or all three can happen. 

Mr. Wipnaui. Would you have any a as to the percentage 
involved in that? 

Mr. Stusser. No, we do not have that breakdown. We do know 
from the local housing authorities, who keep track of these people 
when they leave, w here they go. About 20 percent of them purchase 
homes. 

Mr. Wipnatit. What I have in mind is this: There is constant pres- 
sure to raise the maximum amount of income that people can have 
in these projects. I am just wondering how much actual pressure 
comes from people trying to get in the project or stay in the project, 
as compared to that coming from the desire to keep a project fully 
occupied. 

Mr. Stusser. At the present time, as I explained to you, we have 
approximately 98 percent occupancy, which is about normal. There 
is a great deal of pressure on us to raise the income limits. That 
would of course make more families eligible. We are somewhat 
criticized because we have too many relief families or welfare families 
in the projects now. That means we have dropped down or are 
dropping down to the lowest possible level of income. There are those 
who think we should raise our income levels and pick up the low wage 
earner again. We have been struggling with that for sometime. 

Mr. Wipnatt. I would like to have this clarified in my mind: How 
does a welfare client or a welfare family qualify for public housing? 
I thought there was a minimum of income one had to h ave. 

Mr. Stusser. No. As long as the local welfare or relief agency pays 
the required minimum rent for the project—and that is established 
by the local housing authority—they can stay there. That comes gen- 
erally from broken families, and sometimes elderly people. 

Mr. Wipnatt. I am thinking of an extreme example. You could 
conceivably have 2,000 families come in from Puerto Rico overnight to 
New York and get on welfare in New York the following morning and 
qualify themselves for public housing. 

Mr. Susser. I think that is correct, as long as they are in the low 
income group. That is a problem. 

Mr. Wipnatu. Mr. Slusser, there is one thing which impressed me 
in connection with the New York hearings in comparison to other hear- 
ings throughout the country. That is the fact that I do not feel they 
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do as much in New York as they should do toward keeping their slums 
in check. The very nature of their welfare approach, where anyone 
overnight can get on the relief rolls, encourages slums in that city. It 
encourages the people coming there to club up together and get 5 or 
10 or 15 m a room the way they have. It seems to me that a city which 
does not use every avenue available itself to try to keep some of that 
down should not have as much encouragement as some of the others 
in these public housing projects. 

I question a little bit the provision in the bill which I offered which 
would up from 10 to 15 percent the amount that New York would have 
available. 

Mr. Stusser. Congressman, you would not only be penalizing New 
York City; you would be penalizing the rest of New York State. 

Mr. Wipnat. How would that apply to New York State? 

Mr. Suusser. The 10 percent applies to the State; not to the city of 
New York but to the State of New York. 

Mr. Wipnatu. That is right. I found in other cities around the 
country, like Philadelphia and Chicago, that within those munici- 
palities, it seemed to me, they were doing more to try to control the 
slums on a local level than was being done in New York City. I think 
we ought to talk about it and talk about it frankly. 

Mr. Stusser. Well, someone else would have to talk to you. I 
would rather have you talk to the urban renewal people, because 
they are better acquainted with that problem. 

Mr. Wipnatt. I am mindful of the fact that on the State level they 
have done a good job. Some of the unions have been interested 
in low-cost housing and have done a splendid job in New York City. 
But at the same time there are conditions in that town where, throug 
local enforcement, they could be controlled better than they have been 
in the past. It seems o me rather unfair to call upon the rest of the 
country to solve a lot of problems they could solve on a local level. 

Mr. Stusser. I think you gave a part of the answer. I know they 
have acity-aided program in New York. They havea State-aided pro- 
gram. And they have a federally aided program. And, of course, 
there have been a number of insurance companies which have built 
for the medium income. As you say, some of the unions have gone 
into the lower-income groups. I personally had felt they were trying 
to do a job in an overall way about the slum areas, but on that part 
of the program I am not well enough acquainted to speak. 

Mr. Wipnatt. A city like New York has not in any way been handi- 
capped by a workable program requirement. 

Mr. Susser. No, sir. I do not know of any city that has been 
handicapped. 

Mr. Wipnatu. Over the last year how many communities that have 
applied for public housing or have indicated a very earnest interest 
in public housing have not been able to qualify because of a workable 
program requirement ? 

Mr. Stusser. None to my knowledge that could not qualify. 

Mr. Brown. Are there any other questions ? 

Mr. WipnaL. Just one other question. 

In connection with the maintenance of public housing projects, is 
that done by a predetermined pattern of obtaining so much every year 
or so much every other year? How do you handle the maintenance? 

77603—56——9 
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Mr. Stusser. We control that by their budgetary items and by in- 
spores by maintenance review. Our engineers go over to look over 
the property. They call attention to some of the things they may 
be letting go. By other means: Controlling it by budgetary items. 
Each year as they submit the budget the request is for different items, 
such as repairs to heating plant, water system, painting, spouting, land 
maintenance and so on. 

Mr. Wipnat. Will a tenant who remains in the project get a re- 
painted apartment every once in a while? 

Mr. Stusser. Yes. At regular intervals they paint the apartments. 
That is done in various ways, incidentally, Congressman. Some of 
that is tenant maintained. The Authority buys the paint and the 
tenant does his own painting. In other places they do it by contract. 
In some places it is done by a maintenance force within the Housing 
Authority. 

Mr. Wipna.u. Once the tenant is admitted to a public housing proj- 
ect would you have any control over any vandalism that might take 
place ? 

Mr. Stusser. Yes, sir. 

Mr. Wipnau. Can you oust a tenant? 

Mr. Stusser. Yes, sir. A good many authorities are very strict 
about that and very strict about behavior; parties and things like that. 

Mr. Wipnatt. I think that is good to know, because a lot of people 
make allegations unfavorable to public housing because of that. That 
is all. 

Mr. Brown. Mr. O’Hara? 

Mr. O'Hara. Will the witness be back tomorrow morning, Mr. 
Chairman ? 

Mr. Brown. We are trying to get through with this witness. You 
go ahead. We will give you the time. 

Mr. O’Hara. Commissioner, as you may know, I introduced a bill 
in the Ist session of the 84th Congress for housing for the elderly, 
which is now substantially in the Rains’ bill. .A number of members 
of the committee joined with me as sponsors. 

Naturally I have given a lot of thought to the matter of housing 
for the elderly in the months that have passed since then. I should 
like to discuss with you some of my concepts, and see to what extent 
you are in agreement and to what extent you are in disagreement. 

How many elderly people would you say today are in need of public 
housing ¢ 

Mr. Siusser. We do not. have that figure, Mr. O'Hara. We do not 
know. 

Mr. O'Hara. I have had some estimates. I cannot recall the figures 
now, but it is a very large number of people, is it not? 

Mr. Stusser. Who would be eligible for low-income properties? 

Mr. O’Hara. Yes. These people now are living various places: 
some of them in the slums and some of them in good and fairly good 
districts but in rooms and locations which are not too desirable. 
Would you agree with me that 30,000 units available to elderly 
people would not be excessive ? 

Mr. Srusser. I would not know. I have no figures on it. I would 
assume that you are right, on 15,000. I would say that you were 
right. 
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Mr. O’Hara. Could we not agree that it would be a very modest 
beginning ? 

r. Stusser. If you are speaking of building a separate program 
for the elderly I would disagree with you because I believe in the 
present housing peperen plus whatever new housing a local authority 
may want to build and set aside for elderly people, that we can absorb 
them into the low-income program as it is being developed, as it goes 
on from year to year. 

Mr. O’Hara. Do I understand correctly that you are saying you 
can take care of the need for all of the elderly people we have now, 
who need low-priced housing, with your present public housing 
facilities ? 

Mr. Stusser. You mean if we were to take them all at one time ? 

Mr. O’Hara. Yes. 

Mr. Stusser. Oh, no. 

Mr O’Hara. They are not going to live very long, are they / 

Mr. Stusser. I think this: We can absorb them. In a period of 
time, as construction starts, it can be done. Whether it should be 
13,000 units for the elderly or not, and make all the rest of the public 
housing available for other purposes, that still would not answer the 
problem. We do not know the number of people involved. 

My statement was that as the problem comes to the local authority 
they can either build out of their present program for the elderly 
people or absorb them in present units that are designed for one 
family or one bedroom or efficiency apartments. 

Mr. O’Hara. I do not know that I can agree with you that people 
who are 65 and past can wait to be absorbed. Time is running out 
on them. 

Mr. Stusser. Congressman, if you were to set aside a program of 
13,000 units it would be 3 years before we would have any of them 
constructed. In the meantime we can be getting some. In the next 
3 years you may decide you want an entirely different program, or 
you may want to emphasize it more. I do not know that. 

Mr. O’Hara. I note in your testimony that you say priority should 
be given to those who are dislocated in the slum removal. 

Mr. Stusser. By that or other governmental action. 

Mr. O’Hara. Yes. To that, Commissioner, | would make this re- 
mark: In my opinion that would defeat the very object that I had 
in mind in drawing up the bill I introduced last year. After all, 
when people are old and they are in need it does not make any differ- 
ence whether they are thrown out by governmental action or are 
thrown out by other circumstances. 

Mr. Siusser. But, Congressman, we house many people now who 
come from many walks of life as long as they are within the low-in- 
come category; and they are not affected by governmental action. 
They are now housed in slums. They are eligible for low-income 
property. 

Mr. O'Hara. I was in hope you would agree with me on this 
approach. I have been visioning a public housing project for the 
elderly as part of a distinct and separate program. Most persons 
would welcome in their community a public housing project where 
their fathers and mothers and people who have lived in that com- 
munity all their lives could reside. 
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Mr. Susser. That would be a question for the decision of the local 
community. May I say to you, sir, that that is happening in some 
places. In some places they want to segregate them entirely. In 
other places we find that the local community program takes them in 
as a part of the program; in separate buil ings but as a part of a 
present project. It is merely, I guess, the philosophy of growing old 
and how it affects old people; whether they want to be with children 
or around children, or whether they would rather be alone. 

I had a call the other day, where they wanted to build a 225-unit 
project just for elderly people. They are py mer fem in that some 
single individuals. They want to build that beside a present project, 
but an entirely separate building; an elevator-type building. That 
caused some speculation on our part about the cost, because getting 
into the efficiency apartments and single bedroom units it runs your 
cost quite high. Also we questioned the advisability of whether or 
not these elderly people would like to be up in th high-rise buildings 
6 or 7 stories from the ground. The answer came back that yes, 
quite frankly, many of these people would prefer to be up above the 
street noise and in the higher type building. In this case I was told 
they have enough people in the present housing project to fill up this 
building with elderly citizens, and they want the space for applicants 


now on the waiting list of their program; that is, the regular family 
occupants of low-income pro : 

Mr. O’Hara. I would like to get back, if you do not mind, Com- 
missioner, to your suggestion that priority should be given to those 
persons displaced by governmental action. If the Congress should 
authorize these 30,000 houses or 10,000 or 50,000 houses for the elderly 


and priority should be given to those displaced persons would there 
be any units left for other people? 

Mr. Stusser. Not if a preference were given to the elderly person; 
of course not. 

Mr. O’Hara. Then the program as worked out would not be reach- 
ing the objective we have in mind of providing proper housing for the 
elderly, but would be one simply of. making this an instrumentality 
to help in urban redevelopment and all that sort of thing. 

Mr. Stusser. No, Congressman. We have to look at the long pull. 
If we build just 50,000 units now for the elderly 

Mr. O’Hara. May I interrupt and emphasize this: People who are 
65 years of age cannot look into the future for the long pull. They 
need housing now, and that is the objective of my bill. 

Mr. Stusser. But, sir, we must look into the future. If we should 
happen to have a certain design and type building on our hands and 
did not have occupancy for it we would be in trouble again. We need 
to keep the buildings occupied. To do that we must have a continuing 
market for them. Therefore we must have a flexible program so that 
they may be used as much as possible for other families as well as for 
elderly people. 

Mr. O’Hara. You will agree with me that the span of life is con- 
stantly lengthening and we are going to have old people with us for 
a long time to come. 

Mr. Stusser. May I answer one question on preference ? 

Both bills would permit the local authorities to give a first prefer- 
ence to elderly families for housing suitable to their needs, but among 
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these families H. R. 9537 would give a first preference to those elderly 
families displaced by slum programs. You would have preference 
for elderly families, but first preference for those displaced by slum 
or other governmental action. 

Mr. O'lana. Regardless as to what may be in any bill before us 
now, I am asking your opinion as to the effect of giving priority to 
those displaced. Is that not a discrimination against the great bulk 
of the elderly people we are trying to help out ? 

Mr. Stusser. No, Congressman; I would say not. You would 
agree with me that if we were to come into your city of Chicago and 
displace some people, or if the highway people went through with a 
freeway and displaced some i, that you would certainly want 
to give preference to those elderly people displaced by that. action. 
Aside from that the other preference goes to elderly people. They 
are not discriminated against. 

Mr. O’Hara. I think we are getting on a common ground of under- 
standing. Among the reasons why I am for public housing is that 
a city like Chicago could not have done the work on such projects as 
the superhighways without public housing to take care of dislocated 
people. 

I do not know that you quite understand my position. I think we 
should have a separate program of housing for the elderly and that 
the rules in that program should be different from the rules that 
obtain in the usual public-housing projects. 

I merely want you to get the line of my thinking, because I think 
we might agree. My thought is that we contemplate a program to 
pranane housing for all eligible elderly persons. They may not be 
iving in slums now, but they are living scattered all over in a pretty 
unhappy condition. We do not want to put on any restriction that 
would operate a discrimination. 

When I was in Chicago recently someone told me—and I do not 
know how good the authority was—that a new public-housing unit 
specially for the elderly was being contemplated in Chicago. Is there 
anything to that report ? 

Mr. Susser. I believe that is under consideration ; yes. 

Mr. O'Hara. What is that they contemplate ? 4 

Mr. Stusser. I am not familiar with just exactly what part of 
their program that would be attached to. The conversation I heard 
was something similar to what they plan to do in California, in San 
F ees where a part of the program will be developed for elderly 
people. 

Mr. O’Hara. And specially constructed for them ? 

Mr. Stusser. Specially constructed, with special amenities. No sills 
in the doorways; bathroom rails; nonskid floors; kitchen designed so 
that they do not have to reach too high; and things like that. 

Mr. O'Hara. I have 1 or 2 other questions. The objection you 
voiced to a separate program for the elderly was based upon adminis- 
trative difficulties and also a question of whether or not experience 
would prom there were too many or there is a need for more. 

Mr. Susser. Unfortunately, we do not have a research division or 
the funds to operate one within the agency, so we cannot supply those 
figures for you. We can only go upon what local communities are 
requesting or demanding of us now. Thére is an upturn in the demand 
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for housing for the elderly. It is my firm opinion with the present 
housing we have available, plus what can be built out of the present 
program and continuing programs that the Congress may give us 
in the future, that we can handle the problem of houisng for the 
elderly. We can do that better from a local authority standpoint, 
with their knowledge of where the impact is the greatest. We can 
give consideration to the bigger program in those localities. 

There is also this other point, Congressman, as I said before: There 
is the continuing need to use these properties without great expense 
for long periods of years. Should the need for the elderly not be 
there, then they should be in a position where they can be converted 
or used for other types of low-income families. 

Mr. O’Hara. You would favor to some extent building housing 
especially for the elderly ? 

Mr. Stusser. We do that now, sir. 

Mr. O'Hara. You do that now? 

Mr. Stusser. Yes, sir. 

Mr. O'Hara. You are doing that in increased volume? 

Mr. Srvsser. Yes, sir. 

Mr. O'Hara. Thank you, Commissioner. I hope we will see the 
day when all our elderly citizens, including single men and women, 
have proper housing. 

Thank you, sir. 

Mr. Brown. Mr. Hiestand? 

Mr. Hiestanp. I have only a couple of quick questions, Mr. Chair- 
man. 

First of all, I would like to second the remarks that have been made 
about the national administration of public housing. All the reac- 
tion I have by mail and from the district is very favorable. 

I would like to ask, Mr. Slusser, how many more new units have 
been occupied since you have had charge; say in the last year or so? 
Can you give me a quick answer on that, on the new projects? 

Mr. Srusser. I think I would have to furnish that for the record, 
Mr. Hiestand. 

Mr. Hiresranp. Can you hazard a guess? I do not care to go into 
details at all. 

Mr. Srusser. I would say somewhere between 50,000 and 75,000 
units in the last couple of years. 

Mr. Hiestranp. Between 50,000 and 75,000 ? 

Mr. Susser. Yes; in the past several years, but some 96,000 units 
have come into management in the nearly 3 years I have been here: 
most of these were under construction. You recall that when I 

came in here in July of 1953 the program was very much restricted, 

and they were only permitted 20,000 construction starts, so the con- 
struction period back of that time had been somewhat slowed down 
by the previous action of Congress. Construction starts since I have 
been here have been rather slow coming into management. 

Mr. Hiestanp. Of this 50,000 to 7 5,000, how many of them would 
you say are due either to slum nid aiibe: urban renewal, or other 
Federal improvements? 

Mr. Stusser. I would say the greatest number of them. 

Mr. Hrestanp. The greatest number of them ? 

Mr. Stusser. Yes. 
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Mr. Hisetanp. Much more than half, probably ? 

Mr. Stusser. Yes. 

Mr. Hiestanp. In other words, they were the result of communities 
having workable programs? 

Mr. Stusser. Yes, sir; that is right. 

Mr. Hrestanp. How many units have been discontinued, aside from 
these war units that you had wished upon you, and which you closed 
out? Have you closed out any regular public housing projects since 
you have been in charge? 

Mr. Stusser. Yes, we had some war housing released to the local 
community for public housing and that has been sold since, yes. 

Mr. Hiesranp. That is, it was released to the local community / 

Mr. Stusser. Yes, it was released to the local housing authority 
for the purpose of using it for low income property and then as the 
war industry moved out, because of the particular location of the 
property, it being close to the industrial development area, they found 
no longer any need for it, and they asked that it be sold. 

Mr. Iirestanp. Have you discontinued any of the regular public 
housing bonded project operations ¢ 

Mr. Stusser. No, sir; we have not. 

Mr. Htestanp. Have you had any discussion with anybody asking 
for that? 

Mr. Stusser. Yes, we have had several discussions with a number 
of cities which are prepared to pay off their indebtedness and to take 
the projects over and to operate them as local projects. 

Mr. Hirstanp. They would be under municipal ownership, rather 
than private ownership ? 

Mr. Stusser. Yes, sir; that is right. 

Mr. Hiesranp. Are you encouraging them to do that? 

Mr. Sutusser. Yes, sir; we are. If they wish to pay off the indebted- 
ness and take the property over, they can operate them as they see 
tit without Government restrictions upon them. 

Mr. Hiestanp. Thank you very much, Mr. Slusser. 

Mr. Brown. Mr. Slusser, you are asking for 35,000 new units for 
the next 2 years? 

Mr. Susser. Yes, sir; that is correct, 35,000 units a year for the 
next 2 years. 

Mr. Brown. We will adjourn now and convene tomorrow morn 
ing at 10 o’elock. Thank you very much, gentlemen. 

(Thereupon, at 5:13 o’clock p. m., the committee adjourned until 
tomorrow, May 8, 1956, at 10 o’clock a. m.) 








HOUSING ACT OF 1956 


TUESDAY, MAY 8, 1956 


House or RepresEeNnTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hovuss Orrice Bui.pine, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) pre- 
siding. 

Pemiet: Messrs. Spence, Brown, Patman, Rains, Addonizio, 
O’Hara, Mrs. Sullivan, Messrs. Reuss, Bell, Talle, Kilburn, McDon- 
ough, Widnall, Betts, Mumma, Hiestand, and Nicholson. 

The Cuarrman. The committee will be in order. We will continue 
the hearings on H. R. 10157. Call the first witness. 

Mr. Carpon. The witnesses are the Honorable Albert M. Cole, Ad- 
ministrator of the Housing and Home Finance Agency, and the Hon- 
orable John C. Hazeltine, Commissioner of Community Facilities. 

Mr. Cotz. Mr. Hazeltine has a prepared statement which I would 


like to have him read at this time subject to your approval. __ 
The Cuatrman. You may proceed without interruption if you 
want to. 


STATEMENT OF JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER 


Mr. Hazertins. Mr. Chairman and members of the committee, 
legislation now pending before your committee would greatly affect 
the college housing program which is administered by the Community 
Facilities Administration. Two pending bills propose modification 
of this program. Title VII of H. R. 10157 would increase the bor- 
rowing authorization from $500 million to $750 million. Title V of 
H. R. 9537 would increase the borrowing authorization from $500 
million to $600 million and would modify the interest rate formula 
in order to provide an interest rate which would encourage private 
participation in this expanding program. 

It is the considered opinion of the Housing Agency that the addi- 
tional $100 million provided in H. R. 9537 will be sufficient for the 
needs of this program if an equitable interest rate which is more in 
line with the current market can be established. 

I would like to go into some detail in regard to our thinking on the 
college housing program. Basically this is an excellent program 
which we have supported strongly. We appreciate the problems 
which the colleges and universities are facing as a result of the highest 
enrollments in the Nation’s history and the even greater problems 
which face them ahead. We believe that the principle of long term 
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loans at reasonable interest rates which Congress has developed for 
meeting the problem is basically sound. i 

President Eisenhower endorsed the program in approving the Hous- 
ing amendments of 1955 and again in his budget message in January. 
In recommending further expansion of the program, he cautioned that 
the interest rate ought to be a realistic one which would tap the private 
investment resources of the country and not cause the financing of 
the program to depend exclusively on direct Federal loans. 

The two changes proposed in title V of H. R. 9537 have been drafted 
to carry out this objective. One would increase the revolving fund 
loan authorization from $500 million to $600 million. The other would 
modify the legislative formula determining the rate of interest which 
the Housing Administrator must pay to the Treasury and which the 
colleges must pay the Housing Administrator in connection with the 
program. 

Under the provisions of title V of H. R. 9537, funds borrowed by the 
Administrator from the Secretary of the Treasury for use in the col- 
lege housing program would bear interest at a rate based on the aver- 
age market yield on all outstanding marketable obligations of the 
United States having a remaining maturity of 15 years or more. This 
formula would replace the formula now in the law which bases the 
interest rate paid by the Administrator on the average rate borne by 
all interest bearing obligations of the United States, irrespective of 
maturity, or 214 percent, whichever is higher. 

The formula proposed by title V of the bill would currently result 
in the Housing Administrator paying 27% percent on funds borrowed 
from the Treasury. Under the present law the rate for fiscal 1956. 
is 214 percent. 

H. R. 9537 would further provide that the Housing Administrator, 
in making loans for college housing and related facilities, would 
charge a rate equal to that payable by him to the Treasury plus one- 
fourth of 1 percent. The present law provides for a similar one-fourth 
of 1 percent spread. However, because of the different base to which 
the one-fourth of 1 percent differential would be applied under the 
bill, as compared with the present law, the net result of the bill, under 
current market conditions, would be to raise the college housing inter- 
est rate from 234 percent to 31% percent. 

In brief, the two major changes which would result from the enact- 
ment of H. R. 9537 are a three-eighths of 1 percent increase in the 
interest rate paid by the colleges for long-term Federal loans for col- 
lege housing and related facilities, and a $100 million increase in the 
total loan authorization. 

I am convinced that the interst rate change is highly desirable and 
that the increase in the authorization will be needed to carry the 
program through the next 12 months. Before explaining my reasons 
for this conclusion, I would like first to comment briefly on some 
detailed changes which H. R. 9537 would make in the present law. 

That bill would base the interest rate payable by the colleges on 
current market Treasury bond yields. This change appears to me to 
be desirable in principle. Secondly, the formula would reflect the 
average yield on obligations of the United States having 15 or more 
years to run to their maturity, instead of reflecting the average rate 
on all interest-bearing obligations of the United States irrespective of 

their maturity. 
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This change likewise seems to me to be desirable in principle since 
the college loans are long-term loans. Finally, the bill would pro- 
vide for quarterly adjustments in the interest rate as of the first day 
of January, April, July, and October of each year, instead of main- 
taining the same rate throughout an entire fiscal year on the basis of 
a computation made at the end of the preceding fiscal year. 

I believe that this change is also very desirable since it prevents the 
interest rate from being too far out of line with current conditions 
while at the same time avoiding overly frequest adjustments. 

Returning now to the effect which the bill would currently have of 
increasing the interest rate by three-eighths of 1 percent—I would 
like to explain why I believe that this change is very desirable. En- 
rollments in colleges and universities in the fall of 1955 were the 
highest in the Nation’s history, being just short of 234 million stu- 
dents. This is higher than the enrollment during 1949 when the 
impact on our colleges of veterans studying under the GI bill of rights 
was at its greatest. The increased birthrate during the 1940’s will 
soon result in a further increase in college enrollments which the 
Department of Health, Education, and Welfare estimates will reach 
about 3 million students by 1960 and about 4 million by 1965. 

On the basis of estimated enrollments, in terms of current construc- 
tion costs, over $2 billion worth of additional residential construction 
will probably be needed by our colleges by 1965. This estimate 
assumes that about one-half of the increased enrollment will find 
housing off the campus, an assumption which may well be too opti- 
inistic in view of the tight off-campus residential housing picture, the 
declining provision for extra bedrooms in private housing, and the 
demolition of the older-type boarding houses. 

Furthermore, if family housing 1s to be provided for graduate 
students and young faculty members, we must increase our estimate to 
about $4 billion to cover the housing needed for students, student 
families, and faculty members by 1965. Substantial additional sums 
will also be needed for related facilities such as student union build- 
ings and dining and cafeteria facilities, all of which are eligible for 
loan assistance under the 1955 amendments to the law. 

In view of the magnitude of the need which has emerged so rapidly, 
it seems clear that Federal aid is necessary in order to assist the col- 
leges in their efforts to meet it. However, the very magnitude of the 
need also makes it clear that we will not get the whole job done unless 
we have the patience and wisdom to design a forin of Federal aid 
which will encourage private financing, rather than supplant it. 

If the interest rate on the Federal direct loans continues at an 
artificially low level, the Federal loans will greatly curtail, if not 
eliminate, the ready availability of private investment funds. 

The end result of placing an artificially low level on the interest rate 
for Federal loans will be that instead of more capital being available 
for this type of loan, there will, over the long run, be substantially 
less capital in the aggregate. In the meantime, if private capital is 
virtually eliminated from this field, increasing pressures will be placed 
on the Federal Government to make direct loans aggregating billions 
of dollars. 

In this connection, it should be noted that the housing amendments 
of 1955 had the effect of reducing the college housing interest rate 
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from 344 to 234 percent, thereby causing the virtual elimination of 
private loan funds for college housing. In fact, with respect to loans 
approved under the Housing Agency college housing program, there 
has been no private participation at all since the 1955 amendments. 
At the same time, a flood of applications was received for 100-percent 
direct Federal loans and is still continuing. 

The facts are that, under the artifically low 234 percent interest 
rate which the present law prescribes, even those public tax-supported 
institutions whose obligations are tax-exempt and who had ready 
access to the private capital markets are turning to Federal loans. 
The rate of applications from large public institutions is far greater 
than under the earlier law. Many of these applications are also in 
large amounts. For example, applications in the amount of $23 mil- 
lion and $13 million were recently received from 2 institutions, 

We believe that the purpose of this program is to place all institu- 
tions of higher learning on the same footing as those public institutions 
whose tax exempt status and general credit standing make it possible 
for them to obtain private loans at reasonable interest rates. We do 
not believe the rate should be so low as to bring even these loans to 
the Government. 

Similarly, since the 234 percent interest rate went into effect, there 
have come into the Federal loan program well-known and well-estab- 
lished private institutions which are in a position to obtain private loan 
funds at reasonable rates. 

Bearing in mind that the total estimated need of our colleges by 
1965 is for about $4 billion worth of additional residential construction 
and that substantial sums are also needed for other eligible facilities, 
we are confronted with a tremendous problem. 

One alternative is to continue along the path with we are now 
following—namely, attempting to do the entire job with Federal 
funds, to the exclusion of private capital. To be perfectly frank, I 
do not believe that Congress will want to continue on this path 
indefinitely, thereby requiring the borrowing of billions of dollars by 
the Federal Government. 

The other alternative is that provided in title V of H. R. 9537— 
a modest increase in the interest rate which will again allow a flow of 
private funds, in fact, will help to trigger a flow of private funds at 
reasonable interest rates into the expansion of college housing and 
related facilities. 

We have given long and careful study to this proposal, consulting 
both the borrowers and those who might be expected to participate in 
lending operations under the program. We are not entirely without 
practical experience in the matter. 

During the 5 years of the program’s operation we have made loans 
at 234, 3.01, 314 and 314 percent. We have seen in practice with loan 
after loan the effect of the interest rate on the economic feasibility of 
these projects, as well as the effect of the interest rate on the market- 
ability of the bonds. It is this experience which indicates that the 
proposed rate will not have an adverse effect on the soundness or 
feasibility of these loans, nor will all loans be taken up by private 
investors at 31% percent. 

Many of the issues of the better known tax-supported institutions 
will end up outside of our own portfolio and we will find it necessary 
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to purchase only the last 10 to 20 years of the maturities of many other 

issues of tax-supported institutions. Still other loans, including most 
of those offered by private institutions, will be purchased in their en- 
tirety by the Government. ‘This seems to be eminently right and 
proper and to be the kind of = 5.0 which we should give to the 
colleges and universities. It will tend to divert private investment 
resources of the country to those loans which do not need our support. 
It gives solid backing to those which do need our support. 

‘The 4 of 1 percent margin over the cost of money from the Treas 
ury is the same as that provided in the Housing amendments of 1955 
aud represents a minimum charge for administration and the creation 
of asmall reserve. It will be several years before the amount of loans 
actually disbursed will be suflicient for this margin to bring the 
program to a break-even point on its corporate balance sheet. 

The increase of 34 of 1 percent in the interest rate on Federal loans 
which would result from the enactment of title V of H. R. 9537 would 
be a small price to pay for again encouraging a flow of private invest- 
ment funds toward college housing and related facilities. The result- 
ing rate of 3144 percent would be less than the rate (334 percent) 
which prevailed before the 1955 amendments. 

Furthermore, a modest increase to a 34% percent rate seems emi- 
nently fair for these long-term loans. The fact is that the Federal 
Government, itself, has recently been paying 3 percent for long-term 
Money. 

Most important of all, the increase will have only a minor effect 
on the rentals which must be charged to students living in a self- 
liquidating residence hall. Assuming a reasonable average cost per 
bed, the difference in interest cost amounts to only about $1 a month. 
This small differential does not warrant the loss of private participa- 
tion in the financing of college housing and the consequent increased 
drain on the Treasury. 

I would like to comment on the proposed $100 million increase in 
the borrowing authorization in H. R. 9537. As of March 31, $193 
million has been committed by contract, $159 million has been reserved 
for eligible applicants, and applications under preliminary review 
amount to $121 million, making a total of $473 million of the $500 
million now authorized for the program. 

The increased authorization is therefore necessary to assure that 
funds will be available for the continuation of this program which is 
basically most desirable. If the interest rate provisions contained in 
title V of H. R. 9537 are enacted, thereby encouraging private par- 
ticipation in the program, the $100 million increase should be adequate 
to take care of continuing needs for the coming 12 months. 

This concludes my prepared statement. If your committee has any 
questions I will, of course, be pleased to try to answer them. 

The Caatrman. Mr. Brown, do you have any questions? 

Mr. Brown. I would like to congratulate the witness on the fine 


statement he has made. I notice you say in the latter part of your 
statement : 


If the interest rate provisions contained in title V of H. R. 9537 are enacted, 


thereby encouraging private participation in the program, the $100 million 
increase should be adequate to take care of continuing needs for the coming 12 
months. 
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This bill is for 2 years, I understand. What would you do about 
next year? We would have to amend the bill, wouldn’t we? 

Mr. Hazevtine. This is a revolving fund, as I understand it, and 
goes on indefinitely. As the program continues, we will start to get 
money back from payments from the loans already made, which will 
go back into the revolving fund for further loans. 

Mr. Brown. Have there been any defaults so far in the interest due 
each year? 

Mr. Hazeurine. There have been no defaults of any kind. 

Mr. Brown. Again, I want to congratulate you on the fine state- 
ment you have made. 

Mr. Hazettine. Thank you. 

The CHatrman. Dr. Talle. 

Mr. Tattz. Mr. Chairman, I should like to ask how many people 
you have in the field who deal with colleges, making loans, nde serv- 
icing loans. 

Mr. Hazevrine. We operate through the Housing and Home Fi- 
nance Agency regional offices. Each of these offices is staffed with 
people who handle all of the programs of the Urban Renewal Admin- 
istration and the Community Facilities Administration, and also of 
the offices of the Administrator so that we cannot separate out exactly 
how many are doing which things per day. I can only make an est1- 
mate of the number of people who might be working directly on the 
college housing program. ‘There were 51 man-years in 1956 on the 
college housing program in the field. That does not include our 
Washington staff, which is probably about—well, there are 34 people 
in our Washington staff. 

Mr. Tatxe. In other words, you don’t have any specific people who 
do just that one thing, looking after college loans? 

Mr. Hazeviine. A college loan consists of the financial review, the 
legal review, and the engineering review, both in the field and in Wash- 
ington, and after the approval of the loan and construction is started 
of engineering inspection during construction, all of those are handled 
by people in the field who are also handling our other programs. 

Mr. Tatie. That is the point I wanted to get at. I wanted to know 
if the people who deal with the colleges are people who do other things, 
too, in the housing field. 

Mr. Hazevrine. That is correct. 

Mr. Tate. My next question is: Have you had any complaints with 
reference to the relationships between your people in the Agency and, 
say, the college officials? 

Mr. Hazevrtne. I think I could say without stressing it too much 
that we have been complimented many, many times by the people in 
the educational field on the approach that we have to the college 
housing program. 

Mr. Tatue. I realize it is a rather tender situation, and that is 
generally true as between creditor and debtor. Typically the creditor 
doesn’t invite his debtor to Sunday dinner. 

Mr. Coir. May I add to that, Mr. Talle, naturally I would not be 
in as close touch with the college officials and the university officials 
as Mr. Hazeltine, but as you well know, my job is one which receives 
complaints if complaints become vigorous and of great number. 

Mr. Tair. May I add that you are doing a very fine job as Admin- 


istrator. 
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Mr. Corr. That is very kind of you to say so. From my observa- 
tion, the college housing program is running with less complaint, less 
difficulty, so far as complaints are concerned, than practically any 
program under our jurisdiction. True, it is that the college housing 
program is a complex one with respect to the transcript for the sale 
of the bond and it requires considerable data and factual information 
to be presented when the bonds are to be offered for sale. Some 
colleges and some universities have not quite understood that it was 
necessary to secure all of this data. This data is customary and usual 
in connection with any bond transaction. 

It is my opinion that the only complaints I have ever been informed 
of have been delays which may have occurred by reason of the fact that 
bond counsel would require additional data, not understood by the 
college, but again, reiterating my statement, this program has been 
running along in my opinion very smoothly. 

Mr. Tatur. As you know, there is a lot of pride on any college 
campus, which is a good thing. 

Mr. Corr. Yes. 

Mr. Tatir. Alma mater wouldn’t be what she is if there weren't a 
very stronge pride taken in everything on the campus. 

Now let us picture a situation like this: I represent the Housing 
Agency and I go to a college campus and I talk about a loan and I 
make the mistake of referring to the building that was put up with 
the money borrowed from the Agency as “my building” instead of 
“your building.” If that is done, feelings are hurt. 

Mr. Corr. I would like to have Mr. Hazeltine comment upon that. 

Mr. Hazeirine. We stress that very strongly, that it is their build- 


ing. Ina talk I made just the other day, I said, “We are glad to 
help, but she is your baby.” In other words, “It is your building, 


it is entirely your building.” Everything about it is what you want 


and as long as it conforms with the law, which says that it shall not be 
elaborate, it can be built any way the college wishes to build it, and we 
have had a lot of comments and compliments on the fact that there are 
as many different types of dormitories as there have been loans. 

Mr. Tauxe. As I said at the outset, it is a very tender thing, and I 
can understand that in a program so large as this one, it is not easy to 
find men to serve in the field who will always exercise the discretion 
that you would like to have them exercise. 

That is all. Thank you very much. 

Mr. Coir. We appreciate that comment, Congressman. We will see 
that the people in the field recognize that the comment has been made. 

Mr. Tauuir. Thank you very much. I am sure that the colleges will 
appreciate your assurance and reassurance that you are trying to get 
the best men you can for dealing with them. 

The CHatrman. Doctor, I am sure the administration wouldn’t 
make that mistake. The Government doesn’t own the building ac- 
cording to law or any other way so it would be a very improper state- 
ment to make in any event. 

Mr. Tate. I agree, Mr. Chairman. The reason I brought it up is 
that a complaint did come to me. 

Mr. Coir. I assume that was the basis of your comment. 

Mr. Tatxe. Yes. JI think it is well to guard against this sort of 
thing, and to take notice of it. I know you are doing an excellent job 
and I am sure you will continue to do a good job. 
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Mr. Corz. Mr. Hazeltine, I know, would certainly not approve, and 
certainly would discipline any person on his staff who attempted to 
expand his ego or the ego of the Agency by saying “This is our project.” 
This is certainly not our policy or intent. We cannot always ink 
some one employee from at a little bit expansive occasionally, but 
we certainly do not approve. 

Mr. Tate. I think I might add as a matter of general principle 
that it is probably easier to get along with the Chief Justice of the 
United States than it is to get along with some justices of the peace. 

Mr. Rarns. You are not talking about the people from Alabama 
when you make that statement, are you? 

Mr. Tatxe. No, sir; I did not have your State in mind. 

Mr. Chairman, may I make that clear by amending my statement 
and saying this: I think on the whole it is easier to get along with the 
judges of the supreme court in the State of Iowa than it is to 
along with not all, but some justices of the peace because a person who 
is armed with a little authority sometimes swells up like the frog in 
Aesop’s Fable and he bursts occasionally with his authority. There 
are of course, very many who know how to deal with the public in 
a fully satisfactory manner. 

The Cuarman. I think your relationship with the Justice of the 
peace is a little more intimate ordinarily. He fines you for violating 
traffic rules and other things which makes your contact with him almost 
daily. 

Mr. Tate. I will say to my chairman that I am fortunate in never 
having confronted any of those justices but I have heard comments. 
I have no personal complaint against any of them. 

The Cuarrman. Mr. Rains? 

Mr. Rains. I have just 2 or 3 questions, Mr. Hazeltine. 

I think you made a good statement. You actually drew the line 
between the two bills by saying that what you want is an increase 
in the interest rate and travel on the assumption that if you get the 
increased interest rate that private money will come into the program 
and, therefore, you will need only 100 million more. That is about 
what you said with reference to it. 

What interest rate do you pespene to charge in the event, under 
your statement and under the bill which you had reference to? 

Mr. Hazevrine. On the formula which we propose the interest rate 
would be geared to the long-term Government borrowing. 

Mr. Rarns. Let’s get down to specifics. In the bill which I intre- 
duced, we put an increase in the interest rate of 314 percent, as I 
recall it. Isn’t that correct ? 

Mr. Hazeitine. Your 344 percent is on another. 

Mr. Rarns. We have the interest rate in this on the same formula. 
You are right. Let’s see how much it would be. We won’t want it to 
get above a figure—— 

Mr. Hazeitine. Currently it would figure out 314 percent. 

Mr. Rains. Three and one-eighth percent, and presently you are 
getting, you said, under the present formula about 234. 

Mr. Hazevtrne. Two and three-quarters if fixed now. 

Mr. Rats. That is under the formula of the 1955 act. 

Mr. Hazevtine. Yes. 

Mr. Rats. Prior to the 1955 act when that formula was put in, 
what interest rate was on the loans at that time ? 
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Mr. Hazevrine. The former provision was that it should not be 
less than a certain amount, but could be set at an amount greater than 
that by the Administrator. 

Mr. Rains. What I want to get at, Mr. Cole told me yesterday that 
you got private money in the program back there. I want to know 
what the colleges had to pay for it back then. 

Mr. Hazevt1ne. When we were charging 314 percent last year, many 
of the larger institutions which came originally with an application 
to us dropped out by reason of the fact that when they advertised their 
bonds, which we require in each case as an advertisement of the sale 
of bonds, that bids were made lower than our interest rate for the 
bonds issue. 

Mr. Rains. Now, on the 314 percent, you say it would add about 
$1 per month to the student in the dormitory. 

Mr. Hazextine. At 31% percent. 

Mr. Ratns. At 31% percent. 

Mr. Haze.tine. The formula which we are now proposing. 

Mr. Rains. Is it your thought that you could get private money 
in at 314 percent? 

Mr. Hazex.ttne. Many of the large public institutions would get 
all of their money at 31 percent. Others would get some of their 
money and we would take the longer maturities in order to help out 
on their bond issue. 

Mr. Rains. As a matter of fact, they will take the shorter ma- 


turities even now at the interest rate you now have, won’t they ? 
Mr. Hazextine. None at all. 


Mr. Rarns. None of them at all? 
Mr. Hazectine. No. 


Mr. Ratrns. In the money market, which is tigher than it has been, 
and the interest rates are constantly inching upward, do you think 
you could get money in it at three and a quarter ? 

Mr. Hazeutine. We believe that some of the very best: known insti- 
tutions and ones with highest credit would get part of their money 
from private investors and we would take the balance. At 3144 we 
believe that would happen. 

Mr. Rarns. You know, after all, there are colleges in this country 
that are in much better shape than the Federal Government for that 
matter and plenty of them. Where would that leave the junior 
college, the small college, that really needs it and doesn’t have the 
same financial rating that a State institution or Princeton or 
Harvard or one of those type would have? 

Mr. Hazeurine. It would give complete protection to them be- 
cause they would get 100 percent of their money from the Govern- 
ment loan. 

Mr. Rarns. That leads me to ask you if the hundred million which 
you mention for increase would be sufficient to do that over a 2-year 
period, if this is extended. I understand it revolves all right, but 
mighty slowly and you are not getting back too much money now 
yer year. 

Mr. Hazeurie. I do not understand your reference to the 2-year 
period. There is no time limit on this. This hundred million dollars 
is asked for as an authorization from the present Congress. There 


would be available more money if necessary by request at a later 
date. It is not 2 years. 
77603—56——10 
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Mr. Rarns. That is always true any time, isn’t it? That is not a 
revolving fund. You can ask for money every year from the Appro- 
priations Committee. What I want to know is if you expect this 
program to be extended only for 1 year or for 2 years. 

Mr. Hazextrne. There is no time limit on it, Mr. Rains. It goes 
on indefinitely. It isa revolving fund program and it isn’t a question 
of a yearly 

Mr. Rarns. How long would the hundred million last? 

Mr. Haze.tine. We feel that with the relief we would get from 
the higher interest rate by reason of the fact that the very Yarge in- 
stitutions such as I mentioned in my statement that had asked for 23 
million and 13 million and 10 million, and all that, would be getting 
most of their money from private sources; that $100 million would go 
a long way toward—$100 billion—$100 million, rather, I am all mixed 
up in this astronomy here—would go a long way toward keeping the 
program afloat for an indeterminate time. 

Mr. Rarns. I have one other question. 

There is a difference as it stands now in advantage between State- 
supported institutions and non-State-supported institutions as _re- 
gards the bonds in that the bonds which you would sell would be 
tax exempt—the income from them would be, on the tax-supported 
institutions. We puta section in 10157 which I didn’t hear you men- 
tion and a public institution. The terms on which the planning ad- 
nonprofit educational institutions of higher learning the same privi- 
lege with respect to Government construction planning advantages as 
those now enjoyed by tax-supported educational institutions of higher 
learning. 

What do you think about that? Why shouldn’t they have that 
same consideration in the loan program ? 

Mr. Hazettine. We feel that with regard to advance planning there 
is a considerable difference between dealing with a private institu- 
tion and a public institution. The terms on which the planning ad- 
vances are made under the existing law permit the use of Federal 
funds without interest to provide plans for the construction of needed 
public works. Since these funds are only repayable when the proj- 
ect is started, the only protection to the Government is the careful 
determination by the Agency of the applicant’s desire and ability to 
proceed with construction. In the case of the public bodies we can 
determine their debt limit—tdlking now of municipality or some- 
thing like that—the assessed valuation and tax rate, and the close 
approximation of the income to be derived from the project which 
is to be constructed. An entirely different criteria would have to 
be developed for determination regarding the application for planning 
advances for private nonprofit institutions. We believe that further 
very serious study should be given to any provision which would per- 
mit advances to private institutions, and we are prepared to proceed 
with such a study, but we do not know at this time how we could ap- 
ply the advance planning criteria which protect the Government on 
these advances to the private institutions. 

Mr. Ratns. You see what happens with that kind of attitude, Mr. 
Hazeltine. We give the State-supported institutions, the advantages 
through tax laws. Now, we cut off the public-supported advance 
planning. I don’t think the Congress intended there be an exception. 
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It might be difficult to work out, but don’t you think under the law 
if it is to reach what it was intended to reach, you should work out some 
formula whereby if it is a safe procedure for the Government that 
we could proceed ? 

Mr. Hazevtine. The law would have to be amended to provide that, 
and thereafter, if the Government is operating a program where 
there is no charge for the money being advanced, the return of the 
money is of prime interest to the ‘Government at the time construction 
is started, there has to be some way of determining whether or not 
the applicant will have the necessary funds to start construction. 

Mr. Raion That could be done. You talk about some private in- 
stitutions. You are talking about some that are just as strong and 
financially able as others, the State-supported ones for that mat- 
ter. 

Mr. Core. I wonder if I may comment on the policy involved. I 
think the Congress naturally has a right to change the policy. How- 
ever, the present policy for loans for planning by the Congress was 
considered to be available for public institutions, municipalities, 
and so forth. 

Now the fact that a private college does not come under that criteria 
is no different than any other private institution not coming under the 
same criteria. 

Mr. Rarns. Let me interrupt you to say that in the ones you are 
talking about there are no private programs that J know about. 

Mr. Core. They are nonprofit institutions, that is true, but if the 
Congress decides to change the policy, I am merely pointing out that 
you are making a policy “for colleges, private colleges, different. than 
you might make for a foundation, a private nonprofit foundation who 
might ask for planning funds. It is a question of policy as to whether 
or not it should be determined to be changed in this regard. 

Mr. Ratns. [ have one question for Mr. Cole, then. I note—— 

Mr. Coir. Mr. Hazeltine has a comment. 

Mr. Hazettine. We have only had a matter of less than half dozen 
requests from all public educational institutions for advances for 
planning. It has not been considered a particularly adaptable thing 
for college construction. 

Mr. Rarns. I think they would know if they weren’t eligible. 

Mr. Hazertrne. I am talking of the public ones, we have only had a 
few applications. It does not quite apply the same to college con- 
struction as it would to a municipal expansion of water sy stems and 
that sort of thing. 

Mr. Cotz. Mr. Rains, we don’t take the position that it is a com- 
pletely erroneous concept at all. We are pointing out that we are 
doubtful that it is applicable in these cases, and we are pointing out 
the policy. We are not adamant on the situation. 

Mr. Ratns. Let me ask Mr. Cole one question 

Mr. Corr. May I add one thing before you do, in connection with 
clearing up this question of authorization. I am not sure we have the 
record as clear as possible because you were talking about a 2-year 
period, and this has confused me a little. Mr. Rains, the hundred 
million dollars authorization is suggested by us for the year following 
the adoption of this amendment increasing the interest rate, if it were 
adépted, you understand. 
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This would not be sufficient to continue after that year, even on a 
revolving fund basis. We are quite sure the hundred million dollars 
would be used up within that year. 

Mr. Rarns. I listened with interest to Mr. Hazeltine and I assume 
with your approval, Mr. Cole, say that 314 percent would get private 
money in the college housing program. 

Mr. Cote. | think so. 

Mr. Rarns. I want to know why 344 percent won’t get money in the 
housing for the elderly program ? 

Mr. Coxe. The two programs are different, from the point of view 
of investors. The college housing program provides bonds which are 
guaranteed by the Government. The market for these bonds is a 
much different market than that which is available for mortgages. 

The market for mortgages is different. There is a servicing in- 
volved ; there are a number of other situations involved in the housing 
market. A bond will sell at much less price in the market than a mort- 
gage and, therefore, it is a practical thing. It is an understanding of 
the market. 

Mr. Rats. If you got less than one-half of 1 percent difference, 
your mortgage is supposed to be competitive, isn’t it, especially on a 
type of mortgage such as contemplated in housing for the elderly ? 

Mr. Cote. If a bond is less than one-half of 1 percent. 

Mr. Rains. Yes. If a bond is within one-half of 1 percent or the 
mortgage is one-half of 1 percent more, isn’t it competitive with the 
bond ¢ 

Mr. Cote. It depends upon the bond. I would say no, as a general 
statement. 

Mr. Ratns. Of course, you were in error on one statement. The 
bonds on the college housing program are not guaranteed by the 
Government. They are plain straight bonds under college housing. 

Mr. Cots. That is right. 

Mr. Rars. They don’t have the guarantee in back of them; they 
are not any better than a mortgage. 

Mr. Core. Of course Mr. Hazeltine points out we are dealing with 
a different kind of a situation in addition to it. The college is a well 
established institution, with sound financial basis, generally speaking. 
It is established to carry out the educational aspects of the college, as 
distinguished from a corporation established A for the purpose of 
carrying out a housing venture. Our judgment is, and I think the 
market sustains it, our judgment is that these bonds are more readily 
saleable than the mortgages. I don’t think there is any question about. 
it, Mr. Rains. It isa matter of an opinion, but I don’t think you will 
find that the market is any different than we have stated. 

Mr. Rarns. I don’t believe you have examined it. Housing for the 
elderly, those are not mortgages. Those are bonds, like college housing 
bonds. Iam going back to 3% percent. You said yesterday you didn’t 
think it would work. They are bonds with the very same guarantee as 
those under the college housing program. 

Mr. Corr. Are you speakin ~ the debentures and bonds which 


Fannie May would sell in order to purchase mortgages? 

Mr. Rarns. I am speaking of the bonds which the institutions would 
sell under this provision in 10157 in an effort to get housing for the 
elderly, which is coppied word for word, almost word for word, from 
the college housing program except you step up the interest rate. 
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I can’t quite understand why you support one and can’t support the 
other. 

Mr. Mumma. Would it be the insurance of the return ¢ 

Mr. Rarns. I can’t see any difference in the insurance of the return. 
There is not a Government guaranty on college bonds. 

Mr. Mumma. Elderly people would be less liable to be able to pay 
than the student or collegeman. 

Mr. Rarns. They are institutions, not the people, nonprofit institu- 
tions and here we have got nonprofit educational institutions. They 
are actually very close kinfolks. Of course, I think I am getting off of 
college housing, but I couldn’t help but make the comparison when you 
said one was good and other wasn’t. 

Mr. Core. In addition, the Treasury, as I understand your bill, 
would be called upon to make large amounts of money available. We 
are talking about in terms of $4 billion over a period of years with 
the college housing loans, and my guess is that the money called for 
out of the Treasury would be in excess of that in the elderly program. 
Maybe not. 

Mr. Ratrns. I don’t think that. I really think that it is not the big 
boogie that some people try to make it out. We have tried to follow the 
formula which we followed in college housing. I remember when we 
first had it up, people said it would cost fabulous sums of money. I 
want to yield to Mr. Brown. 

Mr. Brown. I notice in your statement you say that the Federal 
Government pays 3 percent for loans. That is a large rate to me. 
That is the highest rate we have paid since 1925. 

Mr. Hazeurtne. I believe it is, sir. 

The CuHarrman. How much money has the Government invested in 
this program since its inception? How much money has it loaned 
to the colleges altogether? 

Mr. Hazeurtne. I can take that from the statement here, Mr. Chair- 
man. As of March 31, $193 million has been committed by contract. 
That has not all been paid out as yet, but there are actual contractual 
obligations to pay out the 193 million when, as, and if the bonds are 
perfected or are purchased. 

Then, above that amount, there is 159 million that has been reserved 
for eligible applicants. That is, if their application is finally com- 
pleted and approved, they would get that $159 million, but as of this 
date, only 193 million has actually been committed by the Govern- 
ment. The rest is in process. 

The Cuamman. What do you anticipate will be the return to the 
revolving fund in interest and amortization payments? 

Mr. Hazeutrne. That will increase as the loans are made and the 
period of time elapses to where the repayments are made. At the 
present time—and I am giving you this from memory—I think we 
have only gotten in something like $114) million from repayments 
of interest and principal because the loans are as yet quite new. 

The Cuatrman. What is the contract with reference to payment or 
repayment of principal? 

Mr. Hazevrrnr. It is on an,even annual basis of principal and in- 
terest so that in the earlier years, there is more interest and less prin- 
cipal and in later years, there will be more principal and less interest, 
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but it carries out evenly through the 30- or 40-year period to allow 
the college to make these dormitories self-liquidating. 

The CuarrMan. So as time goes on, the return to the revolving 
fund will grow greater all the time? 

Mr. Hazevrins. That is correct. 

The CHarrman. Mr. Kilburn? 

Mr. Kitrvurn. Do I understand it before the amendments of 1955, 
that the Government didn’t make any direct loans to dormitories for 
colleges ? 

Mr. Haze.rine. No. The college housing program was instituted 
in 1950. It has been running now for 5 years. 

Mr. Kiisurn. In your statement, I understood you to say that if 
the amendment of 1955 went in, it was all public money. 

Mr. Hazevrine. That is correct. Prior to that time, many of the 
issues which were advertised were taken by private investment firms. 
Others took part of the issue and we took the other so that it amounted 
to something like $30 million of the college housing program loans 
went to private investors. 

Mr. Kirsvrn. Of the total? 

Mr. Hazertrne. A total of about 100 million, about 30 percent had 
gone to private. Many others had gone without us knowing at all 
because they went to them without us knowing. 

Mr. Kiieurn. I don’t see why we didn’t set the interest rate so 
they could get all the money from private sources. 

I yield to Dr. Talle. 

Mr. Taiz. Thank you, Mr. Kilburn. 

I would like to make one point: The bondholders of a private col- 
lege would receive payment from the general fund of the college. 
Now let’s break that down. How does the college get income? Typi- 
cally it is associated with a church organization and that church 
organization appropriates money each year for the upkeep of the 
school. 

Point two, the college gets income from tuition and dormitory room 
rent, which the students pay. Point three, the college typically has 
an endowment fund which vields interest and dividends. 

Point 4, if a college is substantial and has a considerable alumni 
association, that association gathers money every year and’ helps 
to sustain the college. 

Point 5, the school, if it is successful and shows promise, gets con- 
siderable in the way of gifts each year. For instance, this year the 
Ford Foundation gave much money to quite a number of colleges 
and hospitals, too. 

There are 5 sources of income and the money moves into the treasury 
of the college and from that income the bonds are paid both as to 
interest and principal at maturity. 

As a former treasurer of a small private college, I can speak from 
experience. 

Mr. Corr. Dr. Talle, you have pointed out a matter which I should 
have pointed out more clearly in answer to Congressman Rains when 
I was attempting to differentiate between the security of a college hous- 
ing dormitory loan and the security of a private nonprofit corpora- 
tion for the elderly. 
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In the latter case, the only asset available as security for the loan 
is this one project and the income solely from this project. I will 
assure you that the lender will differentiate very distinctly between 
the two and will not pay the same price for a bond or a mortgage or 
whatever you may call it issued by one of these corporations. 

They will not pay the same price for the security issued by one of 
these corporations that they would pay fora security issued by a college 
having all of the income which the Congressman has mentioned. 

Mr. Tatte. You may remember what Daniel Webster said in the 
Dartmouth College case: “This is a small college, but there are those 
who love it,” and it is the love of the coijlege that means more than 
anything else, I would say, in sustaining the college. That love has a 
direct effect on the five sources of income which I have enumerated. 

Mr. Corr. Of course, it has the income from the dormitory as addi- 
tional assets. 

Mr. Apponizio. What did you mean by corporations in this elderly 
housing program ¢ 

Mr. Coxe. I meant corporations as defined in section 304 of Con- 
gressman Rains’ bill. 

Mr. Apponizio. There is certain to be some church groups involved. 

Mr. Coxe. The only asset, as I understand it, is the obligation of 
the corporation under section 302 of 10157. There is no indication 
that anybody else other than the corporation will be liable for this 
investment. If so, that would make some difference and I think it 
would add to the value of the security, if the church or a lodge would 
make their total assets responsible. This is not required by the bill. 
If it were, it would make the security better and - lenders would be 
more willing to take a lower rate of interest. Under the bill any 
nonprofit corporation could be eligible to borrow from the Federal 
Government, even though the corporation had no other assets and is 
organized solely to borrow the funds and build the project. 

Mr. Apponizio. Any church group certainly would have a good 
credit rating in a community, the Catholic Church or the Mormon 
Church. 

Mr. Coir. Some of them. But even then, a subsidiary housing 
corporation sponsored by a local church group would not have the 
same tredit rating as does the church itself or a college. 

Mr. Apponizio. Thank you. 

The CuairmMan. Are there any further questions / 

Mr. Wipnaty. Mr. Chairman. 

Mr. Hazeltine, do you have any breakdown as to the type of appli 

‘ations as between public schools and private schools / 

Mr. Hazevrine. We have the number of public schools and number 
of private schools that have applied. [ can furrnish that for the 
record. 

Mr. Wipnaui. Do you have the total amount of the applications, 
too? 

Mr. Hazevtine. We can give you that. 

Mr. Wipnaty. Will you furnish that for the record / 

Mr. Hazevtrne. Yes. 
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(The information referred to is as follows :) 


CoLLEcE Housing PROGRAM 
Distribution of loans by type of institution? 


{Dollar amounts in thousands] 





Approved loans 


Fund reservations 3 


Pending applica- 
tions * 





Number 
of projects 


Amount 
of loans 


Number 
of projects 


Amount 
of loans 


Number 
of projects; 


Amount 
of loans 








$72, 887 
131, 239 


252 204, 126 | 


Public institutions 4 66 | 


89 
Private institutions 186 | 


125 


$90, 234 
85, 489 


214| 175,723 


18 
38 


56 


$27, 526 
43, 571 


71, 097 








Total institutions 











1 As of Apr. 30, 1956. 

& ? Preliminary reservation of funds; loan approval dependent upon review of full application. 
? Application under review prior to preliminary reservation of funds. 
‘Institutions controlled by State, municipal, or district governments. 


Distribution of loans by type of facility’ 
[Dollar amounts in thousands] 





| Approved loans 


Type of project 


Fund reservations @ 


Pending applica- 
tions 3 





Number 
of projects 


Amount 
of loans 


Number 
of projects 


Amount 
of loans 


Number 
of projects: 


Amount 
of loans 





SS 
Dormitory with dining _- 
Dormitory with student union cs) 
Dormitroy with married student or faculty 
Married student housing.._......_.__..___- 
Faculty housing 
Faculty combined with 

housing 
Dining facilities__._._____ 
Student union _____- : 
Health facilities ______- 


134 


$75, 556 
100, 663 
756 


6, 893 


88 
49 


21 
10 
8 


$56, 466 
55, 522 
10, 175 


21, 753 
410, 997 
711 


270 
315 
15, 708 
5 2, 500 


16 


$15, 745 
20, 177 


ir ‘ 
ae 


! As of Apr. 30, 1956. 

? Preliminary reservation of funds; loan approval dependent upon review of full application. 

3 Application under review prior to preliminary reservation of funds. 

‘Includes two combined projects, one containing student union building and the other containing a 
storage and laundry building. 

§ Combined with a dormitory facility. 

* Addition to food stores building. 


Note.—Where project consists of three or more types of facilities, the project has been included in most 
appropriate of above categories. 


6 1, 306 
175, 723 


























Mr. Wripna.-. Also, could you break down the type of m Lr on 
as to facilities, whether it was a dormitory, dining hall, or what it was? 

Mr. Hazevtine: Yes. 

Mr. Wiwn4tt. That is all. 

The Cuarrman. Are there further questions? 

Mr. Berrs. Mr. Chairman, I just want to say this, Mr. Hazeltine. 
As you will recall, your agency made a loan to a college in my home- 
town, which was a small, struggling, private church college. The 
dormitory is now built and I aera think that it was maybe the 
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reason why the college stayed in business. I am very enthusiastic 
about this program and I would be happy to look at this information 
that you are going to furnish in response to Mr. Widnall’s question, 
because I think a lot of these public-supported colleges have a lot more 
opportunity back of them to launch on building programs than small 
private colleges, and I think that the attention you have given to these 
small private colleges deserves commendation. 

Mr. Hazewrine. Thank you. 

Mr. Wwnat.. If the gentleman will yield, I would like to ask one 
more question : Do you find that the applications have slackened after 
the first rush or do you feel there is still a tremendous backlog ¢ 

Mr. Haze.iine. There is a tremendous backlog and it is increasing. 

Mr. Wiwnatt, I think it is really important if we continue the 
program we do have the proper amount of authorization. I know that 
what you speak about, 100 million, will never take care of that backlog 
if private money doesn’t come into the market. 

Mr. Hazetine. That is the entire point we make. We believe that 
the interest rate which is now being charged has not substantially 
increased the total overall building of dormitories in the United 
States, but has merely funneled them all into our program. 

Mr. Wipnatt. Thank you. 

The Cuatrman. If there are no further questions 

Mr. Mumma. Let me put 5 cents worth in, will you, Mr. Chairman? 

Speaking of the commendation of your staff, there is a man in 
Harrisburg—I don’t know his name, but he handles your applications 
there and he had a particular one for Lebanon Valley College. It was 
a little matter involving letting a contract that he interpreted well to 
the advantage of the college and not to the disadvantage of the 
Government. I would like to commend his attitude on that. 

Mr. Hazeurrne. Lou Finley. 

Mr. Mumma. Finley is his name, that is right. 

The Cmarrman. If there are no further questions, you made a very 
excellent statement and it is certainly a function of government to 
assist in the education of its people at the local level. I think you are 
doing a great work and I hope you will invest your money wisely as 
time goes on. 

Mr. Corz. We want it understood, Mr. Chairman, that the agenc 
is very enthusiastic about this college dormitory program. We thin 
it is a good program. 

Thank you, sir. 

The Cuatrman. Do you have another witness, Mr. Clerk ? 

Mr. Carpon. Mr. Chairman, the next witness is Mr. Fred B. Mor- 
rison, national executive secretary of the voluntary home montgage 
credit program. 


STATEMENT OF FRED B. MORRISON, NATIONAL EXECUTIVE SECRE- 
TARY, VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Morrison. Mr. Chairman, members of the committee, my name 
is Fred B. Morrison. My objective today is to bring to this com- 
mittee a report of the current status of the voluntary home mortgage 
credit program of which I am national executive secretary. 
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Through the voluntary home mortgage credit program, the mort- 
gage lending industry, with the cooperation of the Government, has 
established machinery to channel funds for GI and FHA mortgages 
into small communities which hitherto had nonexistent or dormant 
facilities for guaranteed and insured mortgages. As a result, the 
residents of these communities have been obtaining private mortgage 
loans in greater quantity with lower downpayments, for longer ma- 
turities, and at lower interest rates than they previously have had 
available to them. 

In certain of these aspects the loans obtained through the VHMCP 
have been even more liberal than those that have been made available 
by the VA direct loan program, previously the only source of mortgage 
funds on these reasonable terms. 

Furthermore, the VHMCP has made such financing available to all 
qualified residents of small communities, veterans and others. The 
program has made unnecessary a large part of authorized Govern- 
ment direct loan funds, but these funds have still been available where 
the VHMCP has not been able to obtain loans for qualified veterans. 

The overall effect has been a stimulation of the housing markets in 
small towns where the lack of financing in the past has stifled the 
demand from qualified borrowers for better housing. 

Individuals in small communities have often been forced to buy 
inadequate or obsolete homes while their counterparts in the cities 
had a wide range of choice among new and up-to-date houses. This, 
we believe, is because builders in small and remote areas had inadequate 
sources of GI or FHA financing until recently. 

Few builders in small communities could plan long-range building 
programs when the VA direct loan program was their only source of 
financing, because of the long delays which occurred when the direct 
loan funds of the Veterans’ Administration ran out. Individuals who 
wanted to buy existing houses often could not buy the home of their 
choice because financing was not available to them under FHA terms 
or VA terms either as direct or guaranteed loans. 

The voluntary home mortgage credit program was proposed as an 
answer to this problem for individuals in small communities and for 
members of minority groups everywhere. In my opinion, it is a 
thoroughly successful answer, despite the fact that it is only now 
entering its second year of operation. The VHMCP represents a 
remarkable example of business statesmanship. 

The private housing and mortgage lending industry proposed to 
the Congress that the VHMCP be set up to minimize the need for 
direct mortgage lending by the Government. The administration 
recognized in this new type of program an idea that is thoroughly 
compatible with its objective of strengthening the economy by en- 
couraging private enterprise to do what might otherwise be done 
through large outlays of Government funds. The enabling legisla- 
tion introduced by Congressman Widnall of this committee was en- 
acted as a part of the Housing Act of 1954. 

As of April 30, after 14 months of operation, the voluntary home 
mortgage credit program has received 41,255 applications for assist- 
ance in obtaining VA-guaranteed or FHA-insured loans from appli- 
cants who had been unable to obtain these loans from local sources. 
Seventeen thousand three hundred and forty-seven of these applica- 
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cants had obtained loan commitments from financial institutions par- 
ticipating in the program. The applications of another 4,453 were 
still being processed. The loans placed by the VHMCP aggregated 
$149,291,547. Our success with builder applications for the finane- 
ing of minority group projects is continuing. The record of place- 
ment in this field is very nearly 100 percent. 

The effectiveness of the VHMCP is greater than can be shown by 
a report of loans made under the program. The normal lending 
activities of the Nation’s financial institutions have been modified 
to serve the same small communities introduced to them first by the 
VHMCP. A recent survey of 16 representative life insurance com- 
panies shows that their commitments of $69 million through the 
VHMCP are matched by $68 million of GI and FHA loans in areas 
eligible for assistance under the VHMCP, which would not have 
been made were it not for the program. 

During the past few months the program has been subjected to 
severe criticism. The charge has been made that veterans have 
been subjected to unconscionable delays in the processing of their loan 
applications. As the committee is aware, mortgage lending is in- 
trinsically a time-consuming business. Nevertheless, the mechanics 
of our program have recently undergone a rigorous appraisal, and our 
average processing time for an individual case has been sharply re- 
duced. Another recurring complaint about the program is that the 
discounts charged by private lenders participating in the program 
are excessive. This statement is not in conformity with the facts, 
since the average discount charged under the VITMCP is well under 
2 points. 

We recognize that any program, and particularly any new program 
as intricate as the voluntary home mortgage credit program, is bound 
to cause inconvenience and concern to some of the people it seeks to 
serve. While we feel that by and large the program is operated with 
great efficiency and effectiveness, we are always anxious to make any 
improvements that can be made in its operations. 

Experience under the voluntary home mortgage credit program has 
shown that many small towns all over the country have shared much 
more in other phases of postwar economic expansion than in housing. 
To the extent that an insuflicient supply of funds for investment in 
FHA-insured and VA-guaranteed home mortgages was an obstacle 
to the expansion of housing, the VHMCP is paving the way for these 
towns to attract builders to a relatively untouched market. 

It is possible that building activity in small communities, with the 
help of the VHMC program, can prove important in sustaining the 
housing sector of the economy. And, if other obstacles to the build- 
ing of homes for minority groups, such as the availability of land, 
can be overcome, that, too, can be a potent contributor to total con- 
struction. 

The voluntary home mortgage credit program is a bold experiment 
in cooperation between industry and Government, and illustrates 
again how the solution of economic problems is being achieved by 
private industry, through broad and imaginative measures. The pro- 
gram is growing as it becomes better known, and the best test of its 
success is that it is proving itself in a tight mortgage market. This 
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new instrument in mortgage financing can continue to make a sub- 
stantial contribution towned providing needed housing in small towns 
and cities and for minority groups. 

Mr. Chairman, this concludes my presentation. I will be glad to 
answer any questions the committee may have. I would also like to 
offer to the committee a statistical analysis of VHMCP achievement 
through February of this year. 

The Cuarrman. Are there any questions? 

Mr. Mumma. I would like to ask a question. 

Mr. Morrison. Excuse me, Mr. Chairman, I don’t mean to offer 
this for the record, but simply for the committee staff because it is a 
rather lengthy document. 

Mr. Mumma. Mr. Chairman, if nobody else is ahead of me, I have 
a question. 

he CuarrMan. You are recognized. 

Mr. Mumma. Who are the principal participants in this program? 
Are there companies like Prudentia Life Insurance that participate ? 

Mr. Morrison. Yes, sir; most of the major life insurance companies 
are stanch supporters. 

Mr. Mumma. Do they operate directly or through the Clark Mort- 
gage Co.? Did you ever hear of Clark Mortgage Co. ? 

r. Morrison. Yes, sir. In Pennsylvania—I am sorry, not the 
Prudential, the Metropolitan would operate through the Clark Mort- 
eage Co. in Pennsylvania. 

fr. Mumma. It is one of the two. 

Mr. Morrison. He is the mortgage loan correspondent for Metro- 
politan throughout the entire State of Pennsylvania, I believe. 

Mr. Mumma. Mr. Clark is a member of this organization. 

Mr. Morrison. Yes, sir; Mr. Clark is on the national committee of 
this program representing mortgage bankers. 

Mr. Mumm. I know in the community they have done quite a good 
work and have made a lot of money available as you say. They have 
done a fine job. 

Mr. Morrison. I might also say that that company is typical of 
many in that it has actually opened up several offices in new areas in 
an attempt to channel this money into areas where a shortage has 
previously existed. This is a type of long-range achievement that the 
a a is making. 

The Carman. How many States do you operate in? 

Mr. Morrison. All of the 48 States, sir. As a matter of fact, we 
tried to operate in Alaska and Puerto Rico, but with not the result 
we hoped for. We do operate in all of the 48 States. 

Mr. Wipnatt. Mr. Morrison, do you have a breakdown you could 
furnish for the record of the number of loans placed in each State? 

Mr. Morrison. Yes, sir; that is a part of this statistical record. We 
have an entire breakdown by type, number, and by State. 

Mr. Wipnatt. I would like to see that made part of the record. 

_ The Cuarrman. That may be inserted in the record without ob- 
jection. 
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(The document referred to is as follows :) 


VHMCP loans, by States 


Total 


430 | New Jersey 
144 | New Mexico 
187 | New York__________ 3 
345 
179 
21 
144 
493 
226 | Pennsylvania 
966 | South Carolina 
212 | South Dakota 
815 
142 
686 
329 
193 | Virginia 
Maryland 90 | Washington 
Massachusetts_____-__-_. 5 | West Virginia 
Michigan 343 | Wisconsin 
Misnesote.........<.... 111 | Wyoming 
Mississippi 240 
Missouri 464 
99 
158 aa 
13 | eee meer 


Note. While the' VHMCP operates in all 48 States, there have been no requests for 
assistance from New Hampshire, Rhode Island, or Connecticut. 





Mr. Wipnatt. In your statement you said : 


In certain of these aspects the loans obtained through the VHMCP have been 
even more liberal than those that have been made available by the VA direct loan 


program. 
Would you comment further on that? 

Mr. Morrison. Congressman, we did a check, asking the VA to 
supply us with figures and providing our own, and we found that for 
the months of November and December of last year, where we had 
a very substantial volume of applications, that we were making loans 
available to veterans with a smaller downpayment and longer maturity 
than the VA program was making them available through their own 
operation. 

Mr. Wipna.vu. Do you have any comparison as to length of time of 
processing through VHMCP and the direct VA loans? 

Mr. Morrison. I would imagine the comparison would simply be 
an addition. In other words, the VHMCP is an additional step in a 
process that already exists and the applicant is now channeled through 
the VAMCP where his loan, if accepted by a private organization, is 
a guaranteed loan. 

Our processing of veterans’ loans now is restricted to 20 working 
days in which to obtain a commitment, which is an extremely short 
time to sample the market and try and find a lender who will take a 
particular loan. 

Within 20 working days we must have a commitment from a lender 
or that case is turned back to the Veterans’ Administration and proc- 
essing as a direct loan is continued. If it is accepted by one of our 
lenders, then it is processed normally as a guaranteed loan. 
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Mr. Wipnai. Actually, as I recall some statistics that I have seen, 
the processing through VHMCP, normal processing today is less in 
time than the original direct loan. 

Mr. Morrison. Yes, sir; when the VHMCP came into operation, 
there was a backlog in the direct-loan program of the Veterans’ Ad- 
ministration, which was caused by the fact that they didn’t have 
enough funds. The Congress didn’t feel that they could appropriate 
that much to one sector of the ec onomy apparently, so when the funds 
ran out, the veterans would be put on a waiting list. 

This waiting list could run in some instances as long as a year or 
even more before the veterans would even have his application con- 
sidered for processing. Then, of course, it would have to go through 
the normal process, “which might take two, or three more months 
beyond that. 

Our program, plus the VA direct loan funds have eliminated that 
backlog entirely so that now a veteran is operating on a current basis. 
He either gets his loan privately or he gets it immediately as a direct 
loan, if he qualifies. 

Mr. Wipnay. There is one thing you touched on that certainly 
could be amplified and made known to the American public and that 
is the fact that through the operation of this voluntary program, 
interest has been created in many areas among the lending institutions 
so that they are in their normal commitments going ahe: «and making 
loans where they refused to make them in the past. 

I think that is a very interesting set of figures you have, where you 
quote 16 representative life insurance comp: nies, almost meus i 


\VHMCP commitments with direct loans from their own institutions. 
Mr. Morrison. We actually have figures where a typical life in- 


surance company participating in the program would make two loans 
in these same remote areas and small communities, outside of the 
program, for each one that it would make in the program. It just 
makes good business sense if a lender is down in an area and there is 
a good ‘house that must be mortgaged across the street from the one 
he is processing. He picks it up and 2 loans are placed as a result 
of the 1 referral we made to him. 

Mr. Wipnaxy. That is not supplanting the normal lending agencies 
in the area. 

Mr. Morrison. No, sir. 

Mr. Wipnaii. Those lending agencies in the area have refused to 
make loans in the past. 

Mr. Morrison. That is why the direct loan program was started and 
why the VHMCP was the next step. ‘There was a shortage and any 
time that the resources locally want to step into the breach, then that is 
certainly possible. Our program is set up so that an individual must 
be turned down by two local lenders before he can come to us. He 
must exhaust his normal outlets before he becomes eligible for the 
VHMCP, and local lenders have an opportunity to make the loans, if 
they wish to do so. 

Mr. Wipnati. Why I am so pleased about the program is it shows 
what the Government can do to stimulate business going ahead and 
doing the things they could have done in the past, just by the release 
of information to lending institutions and by a mutual processing 
procedure so that with the information, they will go ahead and cre: ite 
new building opportunities throughout the whole country. 
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I want to compliment you on the work that has beeen done by the 
agency. 

Mr. Parman. Mr. Chairman ? 

The Cuamrman. Mr. Patman. 

Mr. Patman. Are you a Government employee yourself, Mr. 
Morrison / 

Mr. Morrison. Yes, sir; I am Congressman Patman. 

Mr. Parman. Are the other people connected with this voluntary 
program Government employees / 

Mr. Morrison. The function of Government in the program is to 
provide the staff which operates a clearinghouse operation. We accept 
applications from individuals and pass them on to lenders who are 
participating in the program. Beyond that point, the loan is treated 
as a normal loan application by that particular lender. 

Mr. Patman. How many offices do you have? 

Mr. Morrison. We have 15 regional offices and 1 national office. 

Mr. Patman. Do you have one, say, at Dallas, Tex., or Houston ¢ 

Mr. Morrison. Dallas. 

Mr. Parman. How many people are there in that office approxi 
mately ¢ 

Mr. Morrison. I would say there are about four. 

Mr. Parman. How many of them are Government employees ¢ 

Mr. Morrison. All four of them are. 

Mr. Parman. All four are Government employees. Who are the 
administrators of the office ? 

Mr. Morrison. There is an executive secretary who is charged wit): 
the operation of that office. 

Mr. Parman. Is hea Government employee ? 

Mr. Morrison. Yes, sir. 

Mr. Parman. Where does the voluntary committee come in? Where 
do they function ? 

Mr. Morrison. He is an executive secretary of a regional committee 
of the Voluntary Home Mortgage Credit Programs. 

Mr. Parman. How many members are there of that committee in 
Texas? 

Mr. Morrison. I would have to check this, but normally the com- 
mittee size would run between 15 and 20 members. 

Mr. Parman. Who are they associated with ? 

Mr. Morrison. They are nominated by their own trade associations 
and they represent 

Mr. Parman. What kind of trade associations ? 

Mr. Morrison. The five major types of lenders, mutual savings 
banks, commercial banks, savings and loan, insurance, and mortgage 
banking fields. 

Mr. Parman. The commercial bankers are involved in it? 

Mr. Morrison. Yes, sir; they are nominated by their own trade 
associations and appointed by Mr. Cole, who is chairman of the na- 
tional committee, to their post. 

Mr. Patman. They have charge of the office that is operated by 
Government employees at Government expense ? 

Mr. Morrison. I would say, they act in more of a concept of a board 
of directors in the situation. 

Mr. Patwan. They are administrators, aren’t they ¢ 
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Mr. Corz. No, I am sorry. They are not administrators of the 
rogram. I am the administrator of the program as chairman of the 
oard. They are not in charge of that office. They meet to facilitate 

the flow of the funds through the office. The policies are adopted by 
the national committee. The employees are all employed by the ad- 
ministrator. The administration of the program is carried out under 
and by direction of the Congress. 

Mr. Patman. What is the function of these 15% What do they 
do? Ifthey have no power, what do they do? 

Mr. Core. They assist and advise and cooperate with the committee 
to channel the funds, to encourage, to stimulate, to promote, to en- 
courage the program. 

Mr. Parman. They represent the people with the money ? 

Mr. Core. They represent not only the lenders, but they represent 
the builders. There are real estate people involved as well. They 
represent both sides of the industry. 

Mr. Parman. They are the builders and the lenders. 

Mr. Cote. Yes. 

Mr. Parman. I know, of course, the borrowers have no way of rep- 
resentation because they are not organized. 

Mr. Core. I don’t think that is the situation, Mr. Patman. There 
is no reason why the borrowers shouldn’t be represented on it par- 
ticularly. 

Mr. Padibex. There is no way to deal with them because they are 
not organized. 

Mr. Corz. That may be one answer to it. 

Mr. Parman. They are just individuals. It is obvious that they 
have no representation on the committee, the people who borrow the 
money. 

Mr. Corx. Yes; they have representation on the committee through 
the Government employees. I think that is my job. The program is 
established and is being administered primarily for the benefit of the 
borrowers. 

Mr. Parman. They are not on the committee. 

Mr. Corr. Yes; Iam the chairman of it. 

Mr. Patman. I am talking about these 15 people who are on the 
committee at Dallas, Tex. 

Mr. Corte. We have advisory inembers from the Home Loan Bank 
Board, the FHA, VA, we have a number of members representing 
the private or public interests. 

Mr. Patman. Has it been your experience that they have tried 
to keep interest rates down or tried to increase interest rates? 

Mr. Coie. You mean this committee ? 

Mr. Parman. Yes. 

Mr. Corr. 1 don’t think this committee has anything to do with it. 

Mr. Parman. It has nothing to do with it? 

Mr. Coxrz. Not a thing. 

Mr. Parman. They have been in operation about 3 years? 

_Mr. Corz. No; they are starting on their second year, just begin- 
ning. 

Mr. Parman. During that time have interest rates gone up or down ? 

Mr. Cote. Generally interest rates have gone up. 

















in- 


n? 





HOUSING ACT OF 1956 155 


Mr. Patman. Interest rates have gone up. 

Mr. Corr. The cost of money has gone up. 

Mr. Parman. Who is it in Government, Mr. Cole, whose real duty 
is to try to keep these bonds selling at par instead of below par? 
Mr. Cote. You mean Government bonds? 

Mr. Parman. No, I am talking about the guaranteed loans, mort- 
gage loans, the guaranteed mortgages. 

Mr. Coie. Who is it in the Government? 

Mr. Patman. Yes. 

Mr. Coxe. I suppose that would be the responsibility, such respon- 
sibility as involved there, the responsibility of the Administrator of 
the Housing and Home Finance Agency, plus, of course, the other 
people in the executive branch of the Government, such as the Treas- 
ury, Federal Reserve, Council of Economic Advisors, and the VA, 
Home Loan Bank Board. 

Mr. Parman. Are you familiar with any effort that has been made 
to cause the mortgages to sell at par, or to prevent them going below 
rar? 

Mr. Cote. Yes; if I understand your question correctly, there is a 
great deal of effort on the part of the executive branch to maintain a 
stable dollar; yes. 

Mr. Parman. I am not talking about that. That is a stable dollar, 
too, but what effort has been made to cause these mortgages that are 
guaranteed, vou might say, by the Government, to sell at par instead 
of below par? 

Mr. Core. Mr. Patman, we have not recommended that the Congress 
change the rate of interest authorized by VA and FHA. The Con- 
gress hasn’t made any change in that and we haven’t recommended it, 
if that is what you mean. 

Mr. Parman. But don’t you think they should sell at par instead of 
selling at a discount ? 

Mr. Coxe. I think par has some—and I underscore the word 
“some”—has some relevancy to the stability of the dollar; yes. I think 
it has some, but I would not say that it is the important factor in- 
wane I think the important factor involved is the stability of the 
dollar. 

Mr. Parman. We are talking about different things, Mr. Cole. 

Mr. Coxe. I don’t think we are. I think we are talking about the 
same thing. 

Mr. Parman. Of course, we all want a stable dollar, but a stable 
dollar is relative. 

Mr. Cotz. That is right. 

Mr. Coir. That is right. 

Mr. Parman. Right now I am talking about these bonds selling much 
below par and the Government permitting it to be done, which I think 
is scandalous, and my personal opinion is, I think it is scandalous. I 
would like to know one thing that has been done to make these mort- 
gages sell at par or to prevent them from going below par or to prevent 
them from going so far below par. 

Mr. Corr. Mr. Patman, it is my judgment and this is just my per- 
sonal judgment that the important thing is the stability of the dollar, 
and the full employment—— 


ct 


i 


77603—56——11 











156 HOUSING ACT OF 1956 


Mr. Patman. We could talk all day on that. That is just a phrase 
that we all use. 

Mr. Cote. In my judgment, it is not just a phrase, but very im- 
portant to the economy of this country and the well being and pros- 
perity of its people. 

Mr. Parman. I yield to the chairman. 

The Cuatrman. Ihopethe members will remain. We intend to go 
into executive session, 

Mr. Parman. I will forego questioning. 

The Cuamman. Weare very glad to have your views. 

Mr. Beti. May I ask a question, Mr. Chairman ? 

The Cuarrman. Yes, Mr. Bell. 

Mr. Bet. Mr. Cole, what segment of the economy stands to benefit 
more when these mortgages are sold below par? 

Mr. Core. You are assuming that a segment of the economy, by 
your question, gains some advantage when it is sold below pvt. My 
answer is that none of the segments of the economy gains by reason 
of the mortgages selling below par. I don’t think that it is relevant, 
the question of par is not relevant to the question in my mind. 

Mr. Bewy. Well, the greatest complaint I have had about the pro- 
gram is that the discounts in some instances run up to 4 and 5 percent, 
and I think in some cases maybe as much as 9 percent. 

Mr. Corr. That is the cost of the money. 

Mr. Bet. But the amount of principal to be paid back remains the 
same. 

Mr. Coxe. It is the cost of the money. That is what a discount is, 
the present cost of the money. 

Mr. Bex. Don’t you think that is rather high, say, 9 percent? 

Mr. Core. It depends upon whether the dollar is stable. If we 
have an inflationary impact it would be one thing, if we have a defla- 
tionary situation, it would be another. If the income of the people is 
related to the cost of the things which they buy, and if it is stable; no 
itis not high. If it isn’t, then it is high. 

Mr. Bei. If I could buy a mortgage at a 9-percent discount, I am 
going to benefit from it; am I not? 

Mr. Cote. Possibly; you may not. It depends upon what you have 
to pay for the money with which you buy the mortgage. You do not 
just reach in your pocket unless you have a lot more money than I do 
to buy a million dollars worth of mortgages. You get this money 
from savings of other people. It depends upon the amount of money 
which you pay the savers, whether or not this is high or whether this 
is low. 

Mr. Betti. Do you have any breakdown on that kind of comparison ? 

Mr. Coxe. Yes. 

Mr. Bett. Is that in the record ? 

Mr. Morrison. If I may, Mr. Cole, there are only 23 cases that have 
reported discounts under the VHMCP in excess of 6 points, so I 
think that 9 is certainly not a realistic figure for our program, and 
the average discount is under 2 points, so 9 is not our program. 

Mr. Betu. That varies from locality to locality. 
Mr. Morrison. That is correct. 
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The CuatrMan. We are going into executive session. 

Mr. Parman. Glad to see you, Mr. Cole. I meant nothing personal. 

Mr. Coreg. I understand, Mr. Patman. 

The Cuairnman. We are glad to have you. 

Mr. Corre. Thank you, sir. 

The CuarrMan. We are glad to have your views on the subject. I 
know the committee will consider them. 


(Whereupon, at 11:45 a. m., the committee proceeded into executive 
session. ) 
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WEDNESDAY, MAY 9, 1956 





House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hoosse Orrics Buwprne, 
Washington, D. C. 

The committee met at 10a. m., Hon. Paul Brown presiding. 

Present: Messrs. Brown (presiding), Rains, Multer, Barrett, 
O’Hara, Mrs. Sullivan, Mrs. Griffiths, Messrs. Vanik, Healey, Wol- 
cott, Talle, Kilburn, McDonough, Widnall, Betts, Mumma, McVey, 
Hiestand, and Bass. 

Mr. Brown. The committee will come to order. 

The clerk will call the first witness. 

The Crierx. Mr. T. F. Daley, Veterans’ Administration. 

Mr. Brown. Come around, Mr. Daley. 

Do you have a statement, Mr. Daley ? 


STATEMENT OF T. F. DALEY, ASSOCIATE GENERAL COUNSEL FOR 
LEGISLATIVE SERVICES, VETERANS’ ADMINISTRATION 


Mr. Datey. Yes, sir, Mr. Chairman. 

Mr. Chairman, my name is T. F. Daley, Associate General Counsel 
for Legislative Services in the Veterans’ Administration, and with 
me are Mr. Ralph Stone, Chief Benefits Director; Mr. Ray P. Bland, 
Director, Legislative Projects Service; Mr. Thomas Sweeney, Di- 
rector, Loan Guaranty Service; Mr. P. N. Brownstein, Assistant Di- 
rector for Loan Policy and Management : Mr. J. M. Dervan, Chief, 
Legislative and Regulatory Staff, Loan Guaranty Service; Mr. Ollie 
Clay, Associate Insurance Counsel ; Mr. W. A. Poissant, Chief Ac- 
tuary, Department of Insurance; and Mr. James Bayles, legislative 
attorney. 

We anticipated that the committee might wish to ask some ques- 
tions, and the staff is prepared in that connection. 

Mr. Brown. You may proceed. 

Mr. Daxter. Mr. Chairman and members of the committee, the com- 
ments of the Veterans’ Administration with respect to H. R. 10157; 
84th Congress, a bill to extend and amend laws relating to the provi- 
sion and improvement of housing and the conservation and develop- 
ment of urban communities, and for other purposes, will be confined to 
section 202 thereof which relates to the investment of a portion of the 
national service life insurance fund in loans guaranteed by the VA 
under section 501 of the Servicemen’s Readjustment Act. Apparently 
section 202 has for its basic purpose the stabilization of the mortgage 
market for VA-guaranteed home loans. 
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To this end section 605 of the National Service Life Insurance Act 
of 1940 would be amended to authorize the Secretary of the Treasury 
to invest not more than 10 percent of the insurance funds in home 
loans which are guaranteed by the Veterans’ Administration or or 
after the date of the enactment of this measure, upon a finding by the 
Secretary that private capital is generally available only at an ex- 
cessive discount in the geographic area where the security for the loan 
is located. The price to be paid for such loans could not exceed the 
unpaid principal balance plus accrued interest, and loans so pur- 
chased could be sold for an amount not less than the unpaid balance 
plus accrued interest. Furthermore, no loan could be purchased 
except from the original mortgagee prior to any other sale thereof, 
nor could any loan be purchased after July 25, 1957—Mr. Chairman, 
the termination date of the World War IT loan guarantee program— 
except pursuant to an agreement made on or before such date. 

Whenever the Secretary determines that any loan so acquired is in 
insoluble default, it shall be assigned together with the security there- 
for to the Administrator of Veterans’ Affairs, who thereupon shall 
pay the unpaid balance plus accrued interest on the loan into the na- 
tional service life insurance fund. The purchase, servicing, or sale 
of such Veterans’ Administration loans would be handled by the 
Federal National Mortgage Association as agent for the Secretary of 
the Treasury, with reimbursement for the expenses incurred there- 
under made from the loan income, up to three-fourths of 1 percent 
per annum of the principal balance of the loan. 

Under the provisions of section 501 of the Servicemen’s Readjust- 
ment Act, as amended, loans made to veterans for the purchase, con- 
struction, repair, alteration, or improvement of homes (including the 
purchase of land on which there is a farmhouse, the construction of a 
farmhouse on land owned by the veteran, and the repair, alteration, 
or improvement of a farmhouse) may be guaranteed by the Govern- 
ment in an amount equal to 60 percent of the loan, but not to exceed 
$7,500. The rate of interest on these loans may not exceed 414 per- 
cent, per annum. 

It is provided on lines 10 through 14 of page 15 of the bill, that 
the Administrator shall pay the unpaid principal balance and accrued 
interest into the national service life insurance fund— 


in the manner provided by the first proviso in section 506 of the Servicemen’s 
Readjustment Act of 1944. 


The first proviso in section 506 states that— 


prior to suit or foreclosure the holder of the obligation shall notify the Aa- 
ministrator of the default, and within 30 days thereafter the Administrator may, 
at his option, pay the holder of the obligation the unpaid balance of the obliga- 
tion plus accrued interest and receive an assignment of the loan and security. 

The precise effect of the mandatory language of the proposed bill is 
not entirely clear, but it appears to be intended to indicate thereby that 
the funds available to the Administrator for the purchase of loans 
pursuant to section 506 from private lenders shall be available and 
utilized for the purchase of loans from the national service life in- 
surance fund when the Secretary of the Treasury determines the loan 
in default to be insoluble. If a different interpretation is intended by 
the bill, it is suggested that it be clarified accordingly. 
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It should be pointed out in connection with this proposal to stabilize 
mortgage credit that two programs, namely, the Veterans’ Adminis- 
tration direct loan program and the voluntary home mortgage credit 
program established by title VI of the Housing Act of 1954, are 
presently operating to channel additional funds into rural and semi- 
rural areas where mortgage money is scarce. 

Presumably, therefore, the proposal embodied in section 202 of 
H. R. 10157 has the broader purpose of channeling mortgage funds 
into urban areas where mortgage funds, though available, frequently 
command rather large discounts. Some affirmative indication of the 
intended scope of the proposal seems desirable—particularly as to 
whether the proposed program is intended also to operate in areas 
now eligible for Veterans’ Administration direct loans and VHMCP 
assistance. 

The use of more than $500 million additional for the purchase of 
VA-guaranteed loans in areas of excessive discounts would tend to 
make mortgage financing on favorable terms easier to obtain with 
a resultant benefit to veterans in these areas who wish to use their 
GI loan entitlement. 

On the other hand, the soundness of the method used to attain this 
objective is debatable. The measure would require the Government 
to determine the reasonableness of discounts on mortgages originating 
under various terms and conditions and in various geographic areas. 
Aside from the administrative difficulties involved in such an under- 
taking, there is a basic question of policy as to whether such gov- 
ernmental expedients to restrict the free play of economic forces in 
the private secondary market are necessary or desirable. 

In addition to the potential effects of the proposed legislation on 
the mortgage market, there is also for consideration the question of 
its effect on the national service life insurance fund. 

Section 605 of the National Service Life Insurance Act, as amended, 
provides for the establishment in the Treasury of a permanent na- 
tional service life insurance trust fund, and the Secretary is author- 
ized to invest such fund, which belongs to the policyholders, in inter- 
est-bearing obligations of the United States or in obligations guaran- 
teed as to principal and interest by the United States. 

This fund is available for the payment of liabilities under the in- 
surance contract, including payment of dividends and refund of un- 
earned premiums. Since the ledger assets in such fund presently 
total more than $5 billion, the proposal relating to the investment 
of 10 percent thereof as wn Sera soe section 202 of H. R. 10157 would 
permit the investment of about $500 million in VA-guaranteed loans. 

The Federal securities which are currently authorized for invest- 
ment in national service life insurance funds are 3 percent-interest- 
bearing obligations. In addition, loans with an interest rate of 4 
percent are made on the permanent plan insurance policies, which loans 
are fully secured by the reserve value of the policy in the trust fund. 

Since the interest rate on Veterans’ Administration guaranteed 
home loans is currently 414 percent, it appears that the return to the 
fund under the bill would exceed the present rate of return. (It 
would seem desirable to make absolutely clear the presumed intent of 
the bill to credit loan income, other than that used to reimburse the 
Federal National Mortgage Association for expenses, to the national 
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service life insurance fund.) In this connection, the committee may 
wish to consider whether the interest earnings ought not to be en- 
joyed by the Government (that is, the taxpayers generally) by the 
use of appropriated funds instead of the trust fund, since the Govern- 
ment would underwrite the investment and assume such risks as are 
attendant upon this type of security. 

It is considered essential that the securities in which the fund is in- 
vested be of a type which can readily be liquidated in order to meet 
the obligations arising under the national service life insurance con- 
tracts, including the payment of dividends. Although the bill pro- 
vides only for the investment of 10 percent of the fund assets in home 
loans, it is possible that the enactment of this provision might serve 
as a precedent for encumbering a larger portion of the fund in a type 
of investment which cannot readily be liquidated. 

If some of the national service life insurance funds are to be used 
to purchase home loans guaranteed under section 501 of the Service- 
ment’s Readjustment Act, United States securities now held by the 
fund would have to be redeemed by the Treasury, either from present 
Government revenues or, if it is assumed that there is no surplus of 
such revenues at the present time, by borrowing in the open market. 

To put it another way, the Government has to raise money to re- 
deem the national service life insurance securities before the fund 
has money available to be used to purchase home loans. 

Thus it appears that it would be just as simple financially for the 
Government to make money available directly for the purpose of this 
bill as it would be for the Government to raise money to redeem na- 
tional service life insurance securities so that the fund can make 
money available for such purpose. 

It is suggested that the committee may desire the comments of the 
Treasury Department on this and other aspects of the bill affecting 
its operations. 

The cost to the Veterans’ Administration from the proposed legis- 
lation is not subject to precise estimate as no basis exists for projecting 
the volume of additional loans which might result from the enact- 
ment of this measure. 

I am authorized to state that in view of all the factors involved the 
Veterans’ Administration is unable to recommend favorable considera- 
tion of section 202 of H. R. 10157 by the committee. 

We have received advice from the Bureau of the Budget, Mr. Chair- 
man, that there would be no objection to the presentation of this 
statement. 

That concludes my statement. 

Mr. Brown. Mr. Rains, do you have any questions? 

Mr. Rains. I am sorry, I didn’t get in in time to get your name. 

Mr. Datey. T. F. Daley, Mr. Rains, and I am Associate General 
Counsel for Legislative Services, Veterans’ Administration. 

Mr. Rarns. And the sum and substance of your statement, of 
course, is in opposition to the section of this bill which would allow 
or direct— it doesn’t direct, but says “may”—to use certain portions 
of the national life insurance fund for GI home loan mortgages in 
areas of high discounts. 


~ other words, this statement is in opposition to that particular 
section. 
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Let me ask you a few basic questions. , 

Of course, I assume that in the VA housing program you are in- 
terested in every veteran who is entitled by law to a home loan if 
he needs it and can qualify ! 

Mr. Datey. Yes, sir. 

Mr. Rarns. I am sure you recognize the fact that all the money 
there is in the United States to provide credit for GI’s and others, 
is the savings of the people. Isn’t that correct! 

Mr. Datey. Yes, sir. 

Mr. Rars. And that one-third of all the housing loans in the 
United States are financed by—these are _— figures, now— 
by commercial banks, one-third by Federal savings and loan asso- 
ciations, and the other third by mortgage bankers. 

And since there are great areas in this country—and I come from 
one of them, and so does Mr. Brown, and so does the gentleman from 
California, and others—in which veterans cannot get mortgage 
money, not even at a high rate of discount, and since the direct loan 
program is so small that they are unable to get the benefits they are 
entitled to under the GI bill of rights, with reference to housing, 
it appears to me that we are going to have to tap some other sources, 
such as pension funds, trust funds, and so forth, in order for those 
GI's to get that to which they are entitled. 

That is the purpose of this bill. That money in the National Life 
Insurance Fund does not belong to the United States Government. 
It belongs to the GI’s of the country, isn’t that right ? 

Mr. Datry. It belongs to the policy holders. — 

Mr. Rats. All right. And since it belongs to the policyholders, 
and since the loan would be guaranteed—and as a matter of fact, 
you now have authority to invest money if the Secretary of the 
Treasury wanted to, because you say you can invest those funds in 
guaranteed mortgages—what objections are there to utilizing a part 
of that fund for that veteran ? ; 

To help him get the home to which he is entitled? 

Other than a matter of balancing the budget what I don’t like 
about it is we are denying the veteran his rights. 

Is there any merit to that contention ? 

Mr. Datry. Well, Mr. Rains, the funds in the national service life 
insurance trust fund are invested in Treasury securities. 

Mr. Rarns. I understand that. 

Mr. Datry. None of them are invested in guaranteed mortgages. 

Mr. Ratwns. I understand that. But that language which you just 
read, and which is correct, says they may be invested in guaranteed 
mortgages, presently. 

Go back to your statement, on page 5: 


Section 605 of the National Service Life Insurance Act, as amended, pro- 
vides for the establishment in the Treasury of a permanent national service 
life insurance trust fund, and the Secretary is authorized to invest such fund, 
which belongs to the policyholders, in interest-bearing obligations of the United 
States or in obligations guaranteed as to principal and interest by the United 


States. 

And a GI loan is guaranteed by the United States. 

Mr. Datey. It is not fully guaranteed, in the same sense, Mr. Rains, 
as are the interest-bearing obligations of the United States, and as 
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far as I know, there has been—and I will ask the representative from 
the department of insurance to confirm this—so far as I know, there 
has been no investment in other than Treasury securities. 

Mr. Rats. I am not contending that. I am simply pointing out 
that the trust fund—and I am interested in keeping that inviolate 
and secure, just as much as any man or woman in Congress could be, 
but the trust fund, with the Government-guaranteed mortgages, 
would still be safe, with the Veterans’ Administration being directed 
to buy mortgages in default, wouldn’t it ? 

Mr. Datery. I will ask Mr. Stone. 

Mr. Srone. Yes, sir. 

Mr. Datey. Yes, sir, Mr. Rains. 

Mr. Ratns. Now, the subcommittee of which I had the honor to be 
chairman held hearings throughout the Nation on the proposition of 
mortgage credit, and I was amazed to find counties with 30 and 40 
thousand people in them, away from the metropolitan centers, in 
which not a single veteran had been able to exercise his right under 
the GI loan because he hadn’t been able to get the money. 

It is my feeling that somehow or other we need to give an opportu- 
nity, preserving, of course, the trust fund completely inviolate, to 
these veterans to exercise their rights. That is the purpose I had in 
introducing this legislation. 

Now, one other observation : 

You make mention of the fact that it will be difficult to determine 
where the discounts are highest. 

Of course, in writing the bill I had im mind the places where the 
direct loans are being made, because first of all, before you can get a 
direct loan, it is required that it be shown that you can’t get it other- 
wise. 

Mr. Datey. Areas have been set apart in the country which are 
regarded as direct-loan areas. Mostly semirural and rural areas. 

Mr. Rains. Almost invariably those direct-loan areas, if the money 
were available, would be high-discount areas, wouldn't they ¢ 

Mr. Datey. Yes, sir. 

Mr. Rains. You mentioned also the fact that the bill said something 
about the channeling of mortgage funds into urban areas. 

It is not my understanding that the section says urban areas alone. 

Mr. Datey. It doesn’t confine itself to urban areas, Mr. Rains, but 
the language of section 202 is such as to not indictae specifically that it 
is designed for the same areas as the direct-loan areas, so that if you 
had an area of high discounts, even in a metropolitan area, the bill 
ostensibly would cover. 

Mr. Rarns. It would be my feeling that if it were a high discount 
area, even in an urban area, it should be covered, but likewise the bill 
does not limit it to urban areas, does it ? 

Mr. Datey. No, sir. 

Mr. Rarns. Did you testify on this matter, either of you, before Mr. 
Teague’s committee, when they gave consideration to the bill which 
I introduced ? 

Mr. Datey. We appeared on H. R. 9136, Mr. Rains. 

Mr. Rarns. Of course, the bill, which I introduced and which was 
finally considered over there, is practically the same as the section of 
the bill to which you refer here. 
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Mr. Darr. The distinction here is that the Federal National Mort- 
gage Association would purchase and service the loans. 

Mr. Rarys. Yes, sir. 

Mr. Datey. Under H. R. 9136, the proposal was that the Federal 
National Mortgage Association, if it found a loan insoluble or in de- 
fault, would replace that loan with a good loan in the fund, with the 
Secretary of the Treasury. 

This bill proposes that in the event of a default that the Adminis- 
trator of Veterans’ Affairs shall pay off the loan. 

Mr. Ratns. The VA home-loan program expires in 1957. 

Mr. Datry. Yes, sir; July 25, for World War II veterans. 

Mr. Ratns. I notice some statement in the papers to the effect that 
no VA loans could be processed after, I believe, December of this 
year. 

Mr. Datery. I willask Mr. Stone to answer that. 

Mr. Stoner. Mr. Sweeney will explain. 

Mr. Sweeney. Mr. Rains, I made that statement before a meeting 
of the mortgage bankers. 

First of all, I don’t think that the program participants realize what 
the effect of the termination means. Our general counsel has ruled 
that in the case of World War II veterans all loans have got to be 
made by July 25, 1957. 

Unlike credit controls, we could not, under existing provisions of 
the law, carry over loan commitments or certificate of reasonable 
value issued prior to the terminal date. We had no administrative 
discretion to exempt and carry over beyond that date. 

Since all loans to World War II veterans have to be made, it would 
be incumbent upon the Administrator, if the Congress took no definite 
action in this session to extend the World War II program to make 
an announcement to the effect that in connection with the making of 
forward commitments by builders and lenders the parties are placed 
on notice that it would be administratively impossible for the VA to 
receive a request for reasonable value, and have them processed in our 
offices, have the lenders make the loan, or process them to us for com- 
mitment and then make the loans, and have all that done unless we 
had a cutoff date. In other words, to give the industry notice of 
what the situation is from a practical standpoint. 

So it was a matter of announcing what the administrative difficulties 
would be. 

So we made that preliminary announcement, because I don’t think 
that most program participants understood the problems involved 
in the present situation. 

Mr. Rarns. In other words, Mr. Sweeney, if the Congress intends to 
extend this program, the action should be taken in this session of 
Congress ? 

Mr. Sweeney. Yes, sir; I think in fairness to all the building 
industry, the financial fraternity, and others concerned, that they 
ought to know the position of the Government, whether it is going 
to be terminated, or the Congress should announce if it is going 
to be continued. 

Mr. Ratns. Mr. Sweeney, I have introduced a bill which you pos- 
sibly have seen which I hope this committee will consider putting 
into the omnibus housing bill. Its provisions would extend the VA 
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home loan program on a formula basis of, I believe, 1 month for each 
month of service. 

Do you favor that type of an extension, where it would not have 
an exact cutoff date for all veterans at one time? 

Mr. Sweenry. While the Veterans’ Administration has no recom- 
mendation to make on the basic question whether the program should 
be extended at all I understand you would like my comments on the 
form of an extension should the Congress determine that the program 
should be extended. As far as the manner of termination is con- 
cerned, maybe there should be some formula for writing off the 
veterans, dependent on the years of service, but, if I may so state, 
from an administrative standpoint, your formula may create some 
administrative difficulties. 

I would think that maybe if a man had 1 year or less of service, 
we would give him one year; if he had 2 years, 2 years, rather than 
getting down to the months. 

I think probably that would be in accord with the objectives of the 
bill and would be more simple from an administrative standpoint. 

Mr. Rats. Of course, in the bill which I introduced there is a 
complete and final cutoff date, but in addition there is a cutoff date 
based upon the number of months service each veteran had. It was 
my feeling that it would be better to extend it on this basis, instead of 
setting a certain cutoff date for all. 

Do you agree with that? 

Mr. Sweeney. I agree with you. 

Mr. Datey. You will recall, Mr. Rains, that there was an amend- 
ment to the bill, H. R, 9260, 84th Congress, that passed the House 
of Representatives which would permit a 1-year extension in the 
case of a veteran whose loan was applied for and was started prior to 
July 25, 1957. 

Mr. Rarns. Yes, sir; that passed a week or so ago. 

Mr. Datey. Yes, sir. 

Mr. Rats. I have one other question, Mr. Daly. 

I was thinking over that answer you gave me about those GI mort- 
gages. It worried mea little. 

You wouldn’t want the mortgage bankers whom we are asking 
to buy those mortgages to hear you say that you didn’t think it was 
a safe investment for the trust fund, would you? 

Mr. Datey. Mr. Rains, I am speaking for the Adminstrator of 
Veterans’ Affairs. The statement has been cleared with him and 
cleared with the Bureau of the Budget, and it is our understanding 
that the Bureau of the Budget is speaking for the administration and 
is opposed to the utilization of the National Service Life Insurance 
trust fund for this purpose. 

Mr. Rats. Well, you regard, of couse, a GI-guaranteed loan as a 
good investment, don’t you ? 

Mr. Datey. We have always felt so, Mr. Rains. 

Mr. Rarns. What is the percentage of foreclosures ? 

Mr. Datery. I will ask Mr. Stone to answer that. 

Mr. Sweeney. Six-tenths of 1 percent. 

Mr. Ratns. That is almost as good a record for GI’s as has been 
made in battle, and I think it is a wonderful, a wonderful record. 

Thank you, Mr. Daly. 
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Mr. Brown. Mr. Wolcott ? 

Mr. Wotcorr. No questions. 

Mr. Brown. Mrs. Sullivan? 

Mrs. Sutyivan. No questions at this time. 

Mr. Brown. Mrs. Griffiths? 

Mrs. Grurrirus. Did I understand Mr. Rains to say that this has 
some effect upon balancing the budget? Are these insurance prem- 
iums carried as an asset in the budget ¢ 

Mr. Datey. They are part of the trust fund. I don’t think they 
are related to the overall budget, Mrs. Griffiths. 

Mrs. Grirrirus. That is all, thank you. 

Mr. Brown. Mr. Betts ? 

Mr. Berrs. Do the veterans organizations take a position on this? 

Mr. Datey. They have generally viewed favorably, proposals to 
provide additional credit sources for the program, Mr. Betts. I am 
not informed as to the organization’s position on this bill. In the 
hearings before the Veterans Affairs Committee on H. R. 9136, support 
was voiced by VFW and AMVETS. The American Legion did not 
approve the use of the USLI fund. 

Mr. Berrs. Are they represented here this morning ? 

Mr. Ratns. They are scheduled for later on. 

Mr. Berrs. That is all. 

Mr. Brown. Mr. Vanik? 

Mr. Vanik. No questions. 

Mr. Brown. Mr. Mumma ? 

Mr. Mumma. Mr. Daley, are all claims, death claims of veterans, 
paid out of the insurance trust fund ? 

Mr. Datry. Those that are not traceable to the extra hazard of 
service. If a veteran’s death is due to a service incurred disability, 
as determined by the Veterans’ Administration, the payment of the 
claim is charged to appropriations rather than to the National Service 
Life Insurance trust fund, proper. That is, appropriated funds are 
transferred to the fund. That is specifically provided in the National 
Life Insurance Act, in regard to the “extra-hazard” cases. 

Mr. Mumma. I am not so old in the Congress, but when I was some- 
what younger, I thought the statement was made on the floor that there 
had never been a death claim paid out of the National Service Life 
Insurance fund. 

Was that correct? OramIdreaming? That there had never been 
a payment made out of the fund, a death claim ? 

Mr. Datey. The situation would have to have been cases where the 
extra hazard of service contributed to the death. The administrative 
costs of the program are borne by the Government. 

Mr. Mumma. Do you mean by extra hazard, a battlefield casualty ? 

Mr. Datey. Not necessarily. It might have been a death or dis- 
ability which was caused by, or traceable to, the performance of duty 
as held by the Veterans’ Administration, and at his death, in that 
event, the fund proper would not be chargeable with the proceeds of 
the claim. 

Mr. Mumma. If he had just died from general causes. 

Mr. Datey. If death was due to civilian situations, it would be a 
general insurance risk. 
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Mr. Mumma. If he died of pneumonia or something like that, it 
would be paid out of the fund ? 

Mr. Datey. Yes, sir; if not traceable to service. 

Mr. Mumma. It seemed funny to me at that time that ordinary 
deaths wouldn’t be paid out of the fund, but the statement was made 
that they had never been. I just wondered where they get the divi- 
dends, if they paid all those claims. 

Mr. Datey. There were some situations under the prior laws where- 
by individuals who died or became permanently totally disabled within 
a certain period were covered by automatic insurance, so-called. Those 
would not be paid from the Government insurance funds. Those 
would be paid by the Government as a matter of benefit. 

Mr. Mumma. Those premiums would be quite high in comparison 
to the money drawn ? 

Mr. Darr. No, those automatic cases, there would be no premiums 
levied against the individuals. 

Mr. Mumma. This bill provides for 

Mr. Datey. I wonder, Mr. Mumma, if you might not be considering 
the Servicemen’s Indemnity Act, whereby the amount of indemnity is 
paid in the event of death, of persons in service. That was under 
Public Law 23, 82d Congress. 

Mr. Mumma. I really don’t know. I just took that statement. I 
think they were discussing the probability of letting some insurance 
company handle different insurance programs of the Government. 

You say six-tenths of 1 percent of the mortgages have been fore- 
closed or are in trouble. I thought I remembered along that line that 
it was very low, but that the actual amount was some 40,000. Would 
that be correct ? 

Mr. Srone. 28,000, sir, approximately. 

Mr. Mumma. It isa good record, anyhow. Thank you. 

Mr. Brown. Mr. McVey? 

Mr. McVey. No questions. 

Mr. Brown. Mr. Hiestand? 

Mr. Hresranp. No questions. 

Mr. Brown. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Brown. Gentlemen, we are very glad to have your testimony. 

Mr. Datey. Thank you, Mr. Chairman. 

Mr. Brown. The clerk will call the next witness. 

The Crerx. John H. Arrington, Family Housing Division, Office 
of the Assistant Secretary of Defense for Properties and Installations. 

Mr. Brown. Come around, Mr. Arrington. 





STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
FOR PROPERTIES AND INSTALLATIONS; ACCOMPANIED BY 
ANDREW MAYER, OFFICE OF GENERAL COUNSEL 


Mr. Arrtneton. Mr. Chairman, I have with me Mr. Andrew Mayer 
of our office of General Counsel. 

I have a prepared statement, which I would like to read, if that is 
agreeable to the committee. 
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I appreciate the opportunity to appear before you today on behalf 
of the Department of Defense, in adil to furnish current information 
on our military housing programs, and to offer our views with regard 
to proposed legislation now pending before this committee. 

First of all, I'd like to say a few words about the basic reason why 
we need family housing—the necessity to retain essential people in 
uniform on a voluntary basis. 

The personnel problem of the Armed Forces are becoming increas- 
ingly critical, because of the failure of trained career people to reenlist. 
Aside from the cost of training replacements, it is absolutely impos- 
sible to operate complex modern military equipment with inexperi- 
enced personnel. Consequently, a low reenlistment level jeopardizes 
the basic effectiveness of the national defense effort. 

In this connection I should like to quote a relevant portion of the 
statement given yesterday by Secretary Wilson before a subcommittee 
of the Senate Committee on Appropriations: 


The personnel program of the Department of Defense does not involve either 
large increases or decreases, since we have now reached a substantially stable 
level of strength. Our problem today is to achieve stability of skilled personnel 
within these numbers. 

We must increase the ratio of career personnel to total personnel. We must 
further reduce the personnel turnover rate and provide the necessary incentives 
for larger numbers of highly qualified officers and enlisted men to accept military 
service as a career. When we attain a “hard core” of career personnel, in suffi- 
cient numbers to constitute a reasonable percentage of the total, we will have 
stability in its full and true sense. 

There are now pending before the Congress several important personnel 
measures designed to do just that, and I hope that you will give them your 
full support. I recommend to your particular consideration the provision for 
adequate medical care for dependents, the measures which we are recommend- 
ing for the improvement of housing for military personnel, the important adjust- 
ments necessary in our survivor benefit legislation, and the augmentation of the 
Regular officer structure of the services. * * * 


For specific comments on the importance of the problem with which 
we are trying to deal, some brief excerpts from a statement made by 
Secretary of the Navy Thomas last year are of interest: 


Fifty-eight percent of the men in the Navy today have enlistment contracts 
which expire in the next 2 years. This means that the Navy will lose about 
350,000 men during the next 2 fiscal years. 

These personnel can be divided roughly into two groups: The so-called career 
people, who are on their second or subsequent enlistment; and the noncareer 
people, serving on their first enlistment. 

Among our career personnel, only 58 percent are signing up for additional 
service. This 58 percent today compares with 90 percent only 1 year ago. 
For the noneareer people, less than 6 percent are signing up. * * * 

Not all of these losses are the apprentices and the unskilled. Many are highly 
trained technicians, specialists in electronics repair, aviation mechanics, sub- 
marines, and atomic weapons, as well as the many other technical trades of the 
Navy. Many are our key people—our supervisors, our petty officers. These are 
the types that industry attracts in particular. 

Unless we can reverse this trend, make a career of military service attractive 
and thereby keep our hard core of trained people, the Navy will inevitably become 
a second-rate organization. * * * 


Considering the cost in men and in money and in military effective- 
ness, it is apparent that nonreenlistment is a major defense prob!em. 
It affects not only the Navy, but the Army and Air Force as well, and 


one of the 2 or 3 principle reasons for it is lack of adequate family 
housing. 
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Might I say there are representatives of the military departments 
here this morning, particularly General Brown of the Air Force, who 
can present further information on the importance of the housing 
program if the committee desires. 

Mr. Rats. Which General Brown? 

Mr. Arrtneton. Gen. Pratt Brown, Assistant Chief of Staff for 
Logistics. 

Mr. Rarns. Weare very glad to have you, General Brown. 

Mr. Brown. You may proceed. 

Mr. Arrincton. The Defense Department’s family housing shortage 
involves some sizable figures. First of all, combined Army-Navy-Air 
Force strength levels planned for June 30 of this year amount to about 
2,850,000 officers and men. Considering only married personnel of the 
officer and upper enlisted grades, we have a worldwide requirement for 
650,000 units. After subtracting 220,000 units of Government-con- 
trolled assets existing or under contract, and 156,000 units of adequate 
housing available in nearby civilian communities, it is found that the 
net deficit of family housing is 274,000 units. 

It will be noted that the above figures do not take into consideration 
the requirements of enlisted personnel of the lower pay grades. A 
recommendation that consideration be given to provision of housing 
for this category of personnel was contained in report No. 3 of the 
Subcommittee on Housing of the House Banking and Currency Com- 
mittee; and subsequently this matter has been given particular atten- 
tion by the Office of the Secretary of Defense and by the Military 
Departments. 

The Department of Defense does not favor an across-the-board pro- 
gram to meet the family housing requirements of the lower pay grades 
at this time. It is believed that first attention should be given to 
meeting the needs of career-motivated personnel of the officer and 
upper enlisted grades. 

Moreover, if family housing is provided for the lower pay grade 
group, a natural concomitant would be to provide for transportation 
of dependents and household goods,, in the United States and over- 
seas. The costs of the additional transportation and support facilities 
(above and beyond the cost of the housing) could exceed any reason- 
able forecast of funds to be made available, without any direct impact 
on the morale or well-being of the career personnel whose retention is 
of primary importance. 

Furthermore, troop housing (barracks) now in being or pro- 
grammed for construction might become surplus due to nonoccupancy 
by the personnel for whom it is intended. 

Accordingly, it is planned that provision of housing for lower pay 
grade enlisted personnel will initially be limited to isolated installa- 
tions and to special circumstances involving military necessity. 

After the needs of the officer and upper enlisted groups have been 
substantially satisfied, consideration will be given to further construc- 
tion to meet the balance of the enlisted requirements especially for per- 
sonnel of pay grade E-4 (corporals or equal) who have demonstrated 
more career intent or their valid to the services by attainment of that 
grade. 

This gradual approach to the provision of housing for the lower 
pay-grade enlisted personnel is also motivated by the desire of the 
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Department of Defense to maintain safety factors as a precaution 
against overbuilding. In other words, after projects currently 
planned to meet the needs of officers and the upper enlisted groups 
have been built, it will be possible to assess more precisely how much 
additional construction can be scheduled to meet the balance of the 
military requirement without harmful impact on the local com- 
munities. 

Returning again to the overall problem: It can be seen that the 
military family housing requirement is a sizable one with a serious 
effect on the national defense. To meet this substantial and urgent 
requirement, we in the Department of Defense believe that in the 
United States, its Territories and possessions, the best and cheapest 
method involves construction of public quarters through use of funds 
direetly appropriated for that purpose. 

However, despite the advantages of the appropriated fund method, 
it has one inherent limitation—budgetary considerations will not per- 
mit expenditure in 1 or 2 fiscal years of the sums needed to meet 
the total need. Accordingly, the Department of Defense supported 
legislation last year to provide an additional 100,000 family housing 
units under an amended title VIII of the National Housing Act. This 
legislation provided a sound means to do the job quickly, utilizing 
private capital to be repaid out of quarters allowances over a 25-year 
period. 

Public Law 345 was approved on August 11, 1955. As of April 30, 
1956, a total of 158 projects, comprising 64,947 units, have been ap- 
proved by the Secretary of Defense for development under the new 
title VIII program in the United States, Hawaii, and Guam. A list 
of these projects is attached for information of the committee. 

At present only one contract has been awarded in this program, for 
a 944-unit project at Abilene Air Force Base, which is now under 
construction. Bids have been taken on two other projects: 211 units at 
Fort Carson, Colo., and 500 units at Eglin Air Force Base, Fla. Seven 
additional Army projects and one Air Force project are scheduled for 
advertising during the month of May. 

A progress report on the title VIII program would not be complete 
at this time without a statement on the difficulty at Fort Carson. 
Although bids have been opened, it has not been possible to award a 
contract because the low bid exceeded the FHA estimate of replace- 
ment cost. 

In this case, the FHA estimate was $2,340,574. The architect- 
engineer, who was employed by the Army to design the project, esti- 
mated the cost at $2,606,979—$266,405 more than the FHA figure. 

The Army district engineer at Omaha estimated the cost at 
$2.687,464—$346,890 above the FHA estimate and $80,485 above the 
architect-engineer’s figure. 

Prior to advertising, at a conference between FHA and the Army, 
it was pointed out that the low FHA estimate of cost might preclude 
awarding a contract; and although both the FHA and the Army engi- 
neers’ estimates were reviewed, an agreement could not be reached 
as to a revision. 

Of the nine bids received, the lowest was $2,688,200, and the next 
lowest was $2,846,332, and the highest was $3,100,000. 


77608—56——12 
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Because the low bid exc eeded the FHA estimate of replacement cost 
by $347,626 (it was only $736 above the Ar my engineer's estimate), the 
Army requested that BHA review its cost estimate. 

As a result of this review, on May 3, the FHA estimate of replace- 
ment cost was raised to $2,60! 5,500—an increase of $264,926. How- 
ever, since this new figure i is $82,700 less than the low bid, a contract 
still cannot be awarded. 

it is believed that the problem at Fort Carson arises largely from 
the fact that title VIII contracts are essentially military construction 
documents, and bidders will normally figure higher allowances for 
overhead and contingencies than the FHA field offices are accustomed 
to allowing. 

This same problem arose in connection with the Abilene project and 
was successfully resolved. 

The Department of Defense plans to explore this subject further 
with the Federal Housing Administration, in an effort to find a means 
to eliminate this present impediment to successful development of the 
title VIII program. 

Having laid emphasis on the importance of the urgency of the mili- 

tary family housing program, I should like also to ‘emphasize to the 

committee that the gre: test care is being taken to avoid overbuilding. 
For the title VIII program a comprehensive review system has been 
established in close cooperation with local and national Federal Hous- 
ing Administration offices to avoid duplication of existing satisfactory 
assets, and to prevent harmful economic impact on local communities 
which have made available private rental housing. 

For example, an installation commander desiring a title VIII proj- 
ect must prepare a backup data sheet, based on an actual survey, show- 
ing existing and future strength levels, gross requirements, Govern- 
ment assets, including Wherry, adequate community support, and net 
deficits. 

The proposed project is then discussed with the Director of the 
Federal Housing Administration field office, who is requested to con- 
cur in the need for the desired number of units. If the Director con- 
curs he will so indicate above his signature on the application form; 
if he does not, the question will have to be resolved between the FHA 
Commissioner and the Assistant Secretary of Defense (P.& 1.) The 
Department of Defense may approve a larger number of units than 
the FHA will agree to, but has not yet done so. 

Such is the concern for careful administration that the Office of the 
Secretary of Defense has in some cases reduced proposed projects be- 
low the level in which FHA has concurred. A number of cases of this 
type have involved stations where there was an existing Wherry proj- 
act, and an extra margin of safety was desired to protect the occupancy 
of that Wherry project. Total programing, including all existing 
adequate Government and private assets as well as planned construc- 
tion, cannot exceed a maximum of 90 percent of total requirements. 
A safety factor of at least 10 percent is maintained to provide against 
unforeseen strength fluctuations and families which may not desire to 
move into the area. 

A larger safety factor is used where programing is based on future 
strength increases, and for installations which enjoy the use of a sizable 
amount of private housing. Except at isolated stations, no provision 
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is made for nonkey civilian employees, nor for enlisted personnel of 
the lower pay grades. The above criteria may be relaxed for reasons 
of military necessity at installations with gross requirements of less 
than 100 units. 

In the case of uncertain projects a representative of the Office of the 
Secretary of Defense is sent to the area to examine existing Govern- 
ment and private housing, and to talk to both military officials and pri- 
vate civilians. Private building groups have sometimes opposed con- 
struction of proposed title VIII projects because of the availability of 
homes for sale in the area; and in such instances it has been necessary 
to explain that for-sale housing is not considered a satisfactory solu- 
tion for military personnel who are transferred every 2 or 3 years. 

We believe that much of the concern which has repeatedly been 
expressed in recent months by private builder and realtor groups as 
to the impact of title VITI programing may be due to misunderstand- 
ing. 

For example, a local Army commander may make a public statement 
that he hopes to use the title VIII program to satisfy his need for 
2,000 housing units. The report then circulates locally that the Army 
plans a 2,000-unit project; whereas by the time the project applica- 
tion has been reviewed by the Federal Housing Administration, the 
various Army echelons through the Office of the Secretary of the 
Army. and the Office of the Secretary of Defense, the final project 
approval may only amount to 500 units. 

Recently, building-industry representatives testified before the 
Housing Subcommittee of the Senate Banking and Currency Com- 
mittee as to their concern over possible Department of Defense over- 
programing of title VIII housing. Yet other builder representa- 
tives who came to the Pentagon in February to discuss the subject, 
expressed satisfaction at the careful review given by the Office of the 
Secretary of Defense, and stated their opinion that the industry’s 
disturbance was due in good part to unfamiliarity with our present 
procedures. 

It. is true that local Federal Housing Administration offices have 
curtailed issuance of title II commitments in certain areas as a result 
of title VIII programing. Yet, on the other hand, we do not believe 
that the legitimate need of our military personnel for rental housing 
should remain unsatisfied, and used as a justification for otherwise un- 
warranted for-sale construction. It is true that many military fam- 
ilies have purchased for-sale housing in various areas as the only 
possible means to find shelter. However, we feel that such pur- 
chases (under sec. 222, for example) should be made by choice, in the 
area of the individual’s choice, and not be a matter of necessity at 
successive duty stations. 

I should like to make several recommendations with regard to title 
VIL of H. R. 10157 now under consideration by the committee. 

First of all, it is recommended that the number of units to be built 
under this program be increased from 100,000 to 200,000 units. 

As mentioned above, the present net, worldwide military housing 
deficit is 274,000 units ; of which about 229,000 are in the United States, 
its Territories, and possessions. In addition, there is a gross require- 
ment for 224,000 married personnel in the lower, enlisted pay grades, 
and it is desired to give consideration to some portion of this require- 
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ment as the program goes forward. Accordingly, it is felt that an 
increase in the program ceiling is justified. 

In order to accomplish this increase, it is specifically recommended 
that the maximum amount of principal obligations of mortgages 
insured, as set forth in section 803 (a) of the act, be increased to $3 
billion and that the total monthly payments on such mortgage obliga- 
tions, as set forth in section 405 of the housing amendments of 1955, be 
increased to $18 million. 

Second, it is recommended that the definition of the term “State” in- 
clude Midway Island, as well as the Canal Zone, which is added by the 
bill under discussion. This would extend the benefits of the program 
to an important naval installation where there is an urgent need for 
family housing. 

Third, it is recommended that section 407 be amended by adding a 
new subsection providing for the use of military construction funds 
for capital expenditures authorized by sections 403 through 406 of the 
housing amendments of 1955. This would provide greater flexibility 
under the act by permitting the military departments to act promptly 
on capital icpeuliedeten: which do not result in an immediate equiva- 
lent savings of quarters-allowance funds, instead of waiting until 
specific appropriation requests can be acted upon by the Congress. 

Fourth, it is believed that projects developed under this program 
should not be subject to the Renegotiation Act of 1951 because that 
act exempts from renegotiation those construction contracts which 
are awarded on a basis of competitive bidding. Moreover, in addi- 
tion to the protection provided by competitive bidding, the require- 
ments for coordinated design review by the architect-engineer, the 
Federal Housing Administration and the military, and for contract 
administration by the military, provide ample safeguards to assure 
protection of the best interests of the Government. 

Further, with respect to average costs per unit, the Department 
of Defense believes that increases such as proposed in H. R. 10157 
are necessary in order to provide title VIII units which are more 
nearly comparable to units built with appropriated funds. It is 
apparent that title VIII quarters under a $13,500 ceiling will not be 
comparable to those built with appropriated funds. The reason for 
this is that the title VIII limit covers all onsite expenses, such as 
utilities, streets, sidewalks, etc., whereas the unit cost limitations 
applicable to the military construction program apply only to the 
structure to the 5-foot line, and additional funds are used to cover 
site improvement costs. Recent experience on appropriated funds 
construction shows that total costs have been averaging in the vicinity 
of $16,000 to $16,500 per unit. Moreover, there is a continued general 
increase in construction costs applicable to both programs. 

It is felt that greater flexibility, which is highly desirable to assure 
the success of the program, would be provided if the maximum average 
cost per unit of $16,500 in the present bill were made applicable to any 
project rather than only to projects in high cost areas. 

This change would make title VIII feasible for small projects, and 
for projects with a high proportion of officers. In order to provide 
an automatic check on use of this broader authority, it is recom- 
mended that the $15,000 average cost per unit be applied on a service- 
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wide basis. Thus, per unit costs would be held down in low-cost areas 
and in large projects to compensate for projects requiring high unit 
costs, 

It is also recommended that clause (}) of section 803 (5) (3) should 
be amended to provide that the specified average cost limitations 
include the cost of ranges, refrigerators, shades, screens, fixtures, as 
well as onsite utilities and to reword the proviso so as to make it a 
direct limitation on the specified dollar amount, as specified in the 
clause, rather than a limitation on the Commissioner’s estimate of 
repo cost, which is dealt with specifically in clause (A). 

I should also like to comment briefly on H. R. 10885, which pro- 
vides an amended formula for the acquisition of Wherry projects. 

The Department of Defense has already testified in support of the 
provisions of section 419 of H. R. 9893, the Military Tatienstion 
Authorization Bill. Section 419 contains a formula for determining 
the purchase price of Wherry projects, by using the actual cost as 
determined under section 227 (c) of the National Housing Act, less 
depreciation thereon at a rate of 2 percent per annum, less the amount 
of accumulated unexpended reserves for replacement,, and less the 
principal amount and accrued interest under any mortgage or other 
indebtedness outstanding thereon and assumed by the Government. 

Basically, the Department of Defense does not at this time favor 
an across-the-board acquisition of Wherry projects. There are cer- 
tain advantages to Government acquisition and operation of these 
projects ; but in general the department is satisfied to have them con- 
tinue in private hands. 

The formula contained in section 419 of H. R. 9893 was designed 
to permit acquisition on a voluntary basis of projects which might 
be in financial difficulties, and yet which are of continued value to the 
military departments. It was felt that the section 419 formula pro- 
vided a means for determining purchase prices which would be equi- 
table both to the Government and to the sponsors in such cases; 
whereas the formula contained in section 404 of the housing amend- 
ments of 1955 (fair market value) did not permit a fair price level 
for projects with low occupancy rates. 

It should be noted we do not consider that the new title VIII pro- 
gram consitutes an undue hazard to existing Wherry projects, owing 
to extreme care in programing. For example, no new title VIII 
project has been approved for installations with Wherry projects in 
financial difficulties; and in every case where there is an existing 
Wherry project, extra safety margins have been used in programing 
new construction. 

Although H. R. 10885 includes several desirable features time has 
ot permitted us to reach a fully cooordinated position on this bill; 
but it is expected that we shall be able to furnish the Committee with 
a complete written statement prior to the end of the week. 

Again let me thank you for the opportunity of appearing before 
you this morning. 

Mr. Brown. You have some figures here. I think these figures 
ought to be inserted in the record. 

Mr. Arrtneton. Yes, sir; we would like to have that inserted in 
the record. 

Mr. Brown. That may be done. 
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The figures follow: 
\ ™ ) Aprit 30, 1956. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (PROPERTIES AND 
INSTALLATIONS ) 


Family housing projects approved for development under title VIII of the 
National Housing Act, as amended by Public Law 345, 84th Cong. 
Grand total 


ae nS EERE CC ES FOE DF ES I BRE 62, 264 


ge a SEER ee et Eee ae ie eS eS 5, 640 
SP eee ae Oe Oe ee OE Te ee A ee eee 36, 040 











Alabama 














Army: ‘ 
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ge ERS BS ee ES 6 Se ee 8 eee 575 
po gy ce EDD SES CER ee RE RO ED CN MOOS 209 
Air Force: 
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Air Force: 
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Army: 2 
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Navy: ; 
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Colorado 
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Delaware 
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District of Columbia 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (PROPERTIES AND 
INSTALLATIONS )—Continued 


Family housing projects approved for development under title VIII of the 
National Housing Act, as amended by Public Law 345, 84th Cong.—Con. 


Georgia 
Army: 
Fort Benning 
Fort McPherson 
Camp Stewart 
Navy: 
Albany MCSD 
Glynco NAS 
Air Force: Moody AFB 
pei A Oe eee a ee ee ae 
Army: 
Granite City Engineer Depot 
Fort Sheridan 
Navy: Great Lakes NTC 
POE SEE ERE REA EE a ee aes eee 
Army : Jeffersonville QM Depot 
Air Force: Bunker Hill AFB 
Kansas 
Army: 
ON Sn Oe Se ee ee 300 
Sainte aaa aa 
Air Force: 
Forbes AFB 640 
Smoky Hill AFB 535 
RE ES Oe, TE ae a eR ae ene eee 
0 ee ee ee 2, 042 





Louisiana 
Army: 
Camp Leroy Johnson 
Fort Polk 


ees eee eee on Pee. 
Air Force: Dow AFB 
Maryland 
Army : 
Fort Holabird 
LaPlata ARS 
Fort Meade 
Fort Ritchie 
Air Force: Andrews AFB 
Massachusetts 
Army: 
Fort Banks 
Fort Devens 
Natick QM R&D Center 
Air Force: 
L. G. Hanscom AFB 
Westover AFB 
Michigan 
Air Force: Sawyer AFB 
Minnesota 
Air Force: 
Duluth MAP 
Minneapolis-St. Paul IAP 
Mississippi 
Air Force: Columbus AFB 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (PROPERTIES AND 
INSTALLATIONS ) —Continued 


Family housing projects approved for development under title VIII of the 
National Housing Act, as amended by Public Law 345, 84th Cong.—Con. 


Air Force: Grandview AFB 
Nebraska 600 





Air Force: 
Nellis AFB 
Stead AFB 
New Hampshire 
Air Foree: Portsmouth AFB 
New Jersey__ 
Army: 
Belle Mead General Depot 








Fort Hancock 
Fort Monmouth_-__- 
Air Force: McGuire AFB 
New Mexico 
Army: 
White Sands Proving Grounds 
Wingate Ordnance Depot__-_--« 
New York_-_-- 
Army: 
Fort Jay 
Fort Totten 
Fort Wadsworth 
Air Force: 
Griffis AFB 
Niagara Falls MAP 
Plattsburg AFB 
Stewart AFB__ 
Suffolk County AFB 
Syracuse AFS__ 
North Carolina__- 
Army: Fort Bragg 
Navy: New River MCAF 
Air Force: 
Pope AFB 
Seymour-Johnson AFB 
North Dakota 
Air Force: 
Grand Forks AFB 
Minot AFB 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (PROPERTIES AND 
INSTALLATIONS )—Continued 


Family housing projects approved for development under title VIII of the 
National Housing Act, as amended by Public Law 345, 84th Cong.—Con. 


Pennsylvania 
Army: 
New Cumberland General Depot 
Philadelphia QM Depot 
Air Force: 
Greater Pittsburgh MAP 
Olmsted AFB 
South Carolina 
Army: Charleston Transportation Depot 2 
Navy: Beaufort MCAS , 565 
Air Force: 
Charles AFB 600 
Myrtle Beach AFB 800 
Taser let talento teven nn hieaeipianetiniememesiuiminiaian 
Air Force: 
McGhee-Tyson AFB 181 
Sewart AFB 87 


Fort Bliss 
Killeen Base 
Navy: Chase Field NAAS 
Air Force: 
Abilene AFB 
Bryan AFB 
Edward Gary AFB 
Foster AFB 
Laredo 
Laughlin AFB 
Webb AFB 
Virginia 
Army: 
Fort Belvoir 


Richmond QM Depot 
Fort Story 
Vint Hills Farms Station 


Army: Fort Lawton 
Air Force: 


Air Force: 


Truax AFB 
Various locations (classified ) 
Territories and possessions 
Territory of Hawaii 
Army: 
Schofield Barracks 
Fort Shafter 
Tripler Army Hospital 
Navy: Waikele NAD 
Marianas Islands 
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OFFICE OF THE ASSISTANT SECRETARY OF DeFENSE (PROPERTIES AND 
INSTALLATIONS )—Continued 


Projects approved since Apr. 6, 1956 
Army: Number of unite 
Fort Banks, Mass 
New Cumberland General Depot, Pa 
Fort Sheridan, Ill 
Granite City Engineer Depot, Ill 
Belle Mead General Depot, N. J 
Fort McPherson, Ga 
Wingate Ordnance Depot, N. Mex 
Redstone Arsenal, Ala 
Fort Lawton, Wash 
Antiaircraft defense areas (various locations) 











Waikele NAD, Oahu, Territory of Hawaii 
USMC AAS, Mojave, Calif___ 





Air Force: 
Lincoln AFB, Nebr 
Geiger AFB, Wash__-_ 
Syracuse AFS, N. Y 
Bryan AFB, Tex- = 
Andersen AFB, Guam, M. I 














Total 


Grand total 


Mr. Brown. Mr. Rains, do you have any questions ? 

Mr. Rarns. I have several questions, Mr. Chairman. 

Generally, Mr. Arrington, I think your statement is a real good one. 

I would like to start off by asking the question that was in every- 
body’s mind last year when title VIIT was first enacted, and seems to 
be fading away, but still comes up. 

The Department of Defense is not planning on building under the 
title VIII program any military housing where there is an adequate 
supply of private housing in the area to house military personnel ? 

Mr. Arrineton. No, sir. 

Mr. Rarns. In other words, in locating this housing you take into 
consideration the availability of housing near the military installa- 
tions, and what might happen to Government-guaranteed financing on 
homes before you proceed to set aside any title VIII housing for that 
area ? 

Mr. Arrrneton. Yes, sir; we do. 

Mr. Wipnatx. Will the gentleman yield ? 

Mr. Rarns. I yield. 

Mr. Wipnatu. Don’t you sometimes change your criteria as to need, 
and say all of a sudden that you need all of the personnel on the base 
because of defense needs ? 

Mr. Arrtncron, You will find that different military commanders 
will place varying emphasis on the proportion of their personnel that 
they feel they need on base, and of course there is a great deal of dif- 
ference, depending on the missions of various installations. 

For instance, fighter-interceptor stations in the Air Defense Com- 
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mand have an extremely high percentage of personnel whose presence 
is required on board on short call, and they must live within the 3-mile, 
5-minute radius. 

Mr. Wipnatt. Isn’t it within the discretion of the commander of the 
base, though, to decide all of a sudden that we need them on-base 
rather than off-base, as has been the practice in past years ! 

Mr. Arrtneton. It would not be possible for a base commander to 
make such a unilateral decision. That would have to be reviewed by 
the military department concerned and also by our office before new 
housing would be built. 

Mr. Wipna... Isn’t that a very important factor in your final de- 
cision, that is, in addition to what you have described to Congressman 
Rains? 

Mr. Arrrncron. You mean the factor of military necessity for peo- 
ple on the post ? 

Mr. Wipnau. Yes, sir. 

Mr. Arrineton. That is true. 

Mr. Wipnatt. So that it isn’t purely a consideration of whether or 
not you have got housing off the base? 

Mr. Arrtncton. No. In other words, when we say that we con- 
sider the availability of private housing, we mean to the extent that it 
can meet the military requirement, based on the particular conditions 
and the mission of the base in question. 

For many types of activities, housing in the civilian community, if 
it is available at reasonable rentals, reasonable distances, and adequate 
as to facilities, is entirely adequate to meet the total need. 

Mr. Rarns. But in the case of an installation such as the Air Force 
Base at Omaha, General Lemay’s headquarters, it would be reason- 
able to assume that you need more housing on base in this type of an 
installation, isn’t that correct ? 

Mr. Arrineton. That is correct. 

Mr. Rarns. In other words, the military necessity is one of the 
factors taken into consideration. 

Mr. Arrrneton. That is true. 

Mr. Ratns. We have heard a lot of talk, on this committee, and on 
the floor of the House, that you can build a much cheaper military 
home by appropriated funds. 

I want to see if you will agree with what I state to you, as to whether 
or not it is correct. 

The average cost of appropriated-fund housing is $13,500, isn’t it? 

Mr. Arrtneton. That has been true; yes, sir; particularly in the 
fiseal 1955 program. 

Mr. Rarns. That $13,500 of appropriated funds includes only the 
cost of the structure and those incurred within 5 feet line of the 
structure, isn’t that correct ? 

Mr. Arrtneron. In general that is correct, sir. 

Mr. Rats. In other words, the appropriated funds cover what is 
known as the cost up to the 5 feet line. 

Now, if the appropriatd funds housing required side improvements 
and the other things which are necessary to complete any housing 
project, whether it be military or civilian, is it not true that the average 
cost of an appropriated funds house would be $16,000 to $16,400? 

Mr. Arrtneton. That is true. 
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Mr. Rains. So the statement that appropriated funds housing is 
vastly cheaper than housing built under title VIII, is a myth; isn’t 
that correct ? 

Mr. Arrineron. We feel that the margin is actually fairly small, 
two and three thousand dollars a unit over the period taken to amor- 
tize the investment, and that difference is totally due to the difference 
in assumed interest rates. 

Mr. Rains. On page 12 of your statement you have a recommen- 
dation which you list as the third recommendation. 

What do you mean by that? I don’t understand the third recom- 
mendation. 

It says that you recommend that section 407 be amended by adding 
a new subsection providing for the use of military construction funds 
for capital expenditures authorized by sections 403 through 406 of 
the Housing Act of 1955. 

Mr. Arrtncton. Well, for example, the cost of acquiring land or 
housing under section 404 should be charged against appropriations 
for construction rather than appropriations for quarters allowances. 

Mr. Rarns. Well now, of course that is a matter for the Armed 
Services Committee, 

Has the Department cleared that matter with the Armed Services 
Committee ? 

Mr. Mayer. No, sir; we have not cleared that particular pro- 
vision with the Armed Services Committee. However, this is really 
by means—to a great extent it is a clarification of what I think is in- 
tended here. 

In other words, if we use the funds for the acquisition of housing, 
we ought to be able to use them also for improvement of such housing 
to whatever extent is necessary to make it usable for the purposes of 
this act. 

Mr. Rarns. If my recollection is correct, the Armed Services Com- 
miitee objected seriously and prohibited you using revolving fund 
money for capital expenditures, isn’t that correct ? 

Mr. Mayer. I don't know. 

Mr. ArrtneTon. I don’t have the answer to that either, Mr. Rains. 

Mr. Ratys. How much money would you expect that to be? What 
kind of savings could you utilize for capital expenditures? 

Mr. Arrtneton. As this is written, it would permit us to utilize un- 
expended appropriated funds in the military construction program. 

{r. Rarns. Wouldn’t that be a way for the Defense Department 
to have funds for capital expenditures without them being cleared with 
the Appropriations Committee ? 

Mr. Arrtneton. Well, for example, one case where this would be 
necessary would presumably be to purchase equities in Wherry pro}- 
ects, in cases where we should buy them, and to continue the mortgage. 

Mr. Rarns. I have very serious doubt about that recommendation. 

Now, on page 12, at the bottom of the page, you make the recom- 
mendation that $15,000 average cost per unit be applied to a service- 
wide basis. And you ask for the average cost set at $16,500. 

First of all, let me ask you, will the quarters allowances amortize 
on a 25-year basis a $16,500 cost ? 

Mr. Arrineron. Yes, sir. 

Mr. Rarns. All right. 
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Then with a $15,000 average cost, wouldn’t that be extremely— 
almost impossible to administer, that kind of a requirement, where 
you would have an average servicewide cost basis of $15,000 

Mr. ArrincTon. It will impose difficulties in administration, but we 
consider it to be feasible, sir. 

Mr. Rarns. Is that $15,000 average unit cost—I haven’t had the 
opportunity to check it—is that the same bill, the one they have re- 
ported, or not? 

Mr. Arrincton. The report that I have seen, I believe, provides for 
an average of $14,250, and a maximum of $15,000. 

Mr. Rarns. But it doesn’t have that average cost, servicewide ? 

Mr. Arrineton. I believe it does. I am not certain on that point. 
But I believe— 

Mr. Ratns. Well, we can check that. 

On the last page of your statement, you seem to appear to recom- 
mend the formula known as—contained in H. R. 9893. 

Have you been informed that both FHA and Wherry owners oppose 
that formula? 

Mr. Arrtneton. We have had some discussions with FHA and they 
have indicated problems in the administration of that particular 
formula, and we are taking that into consideration in preparing the 
position on 10885. 

Mr. Rarns. In other words, 1085, which is the bill I have intro- 
duced, you haven’t yet been able to formulate your full opinion on 
the terms and conditions of that bill? 

Mr. Arrincton. No, sir; but we expect to in the next day or two. 

Mr. Ratns. There was one other question. I don’t see where I have 
it marked, but I think I recall it. 

You stated that the FHA 

Mr. Arrineron. That was on page 10. 

Mr. Rains. Yes, sir. 

You said that— 


It is true that local Federal Housing Administration offices have curtailed 
issuance of title II commitments in certain areas as a result of title III pro- 
graming. 

That is counterwise to my information. My information is that 
the FHA does not take into consideration title VIII housing at all 
in the issuance of commitments, and I think that can be verified, by 
certain places, such as Redstone Arsenal, which requires certain spe- 
cial legislation now pending before this committee. 

Don’t you think that statement of yours is in error? 

Mr. ArrinoTon. It is true that in principle there should be no 
direct connection between the military need for rental housing and 
between the normal issuance of title II commitments in the area. 

But it has been reported to us in a number of areas, such as Fayette- 
ville, N. C., that as a result of the programing of a sizable number 
of title VIII units, the FHA preferred to pursue a general policy of 
conservatism in further issuance of title If commitments until they 
had had an opportunity to observe the market impact. 

Mr. Ratrns. What you are actually saying is that the FHA says 
that where there has been a considerable number of title VIII mili- 
tary housing committed, that they won’t issue commitments for the 
people under title IT in that area; is that correct ? 
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Mr. Arrtncton. Apparently they do slow down to some extent. 

Mr. Rains. Well, my information was otherwise. 

Thank you very much. 

Those are all the questions I have, Mr. Chairman. 

Mr. Brown. Mr. Wolcott ? 

Mr. Wo corr. No questions. 

Mr. Brown. Mr. Multer? 

Mr. Mutrer. Mr. Arrington, does the present title of the law cover 
your operations for housing in the Territories and Puerto Rico? 

Mr. Arrincton. The housing amendments of 1955 include the Terri- 
tories and possessions of the United States, I believe. 

Mr. Murer. I understand it does include Puerto Rico. 

Mr. Arrincron. However, Guam, Panama, and Cuba are not 
covered. 

Mr. Mutrer. I notice you recommend that Midway Island as well as 
the Canal Zone be included. 

Mr. Rarns. If you will yield, the provisions of 10557 do not include 
Guam. Do you think they ought to be? 

Mr. Arrineron. Yes, sir; Puerto Rico is included in the amend- 
ments of 1955, Mr. Multer. 

Mr. Mutter. In your fourth recommendation you refer to exempt- 
ing your projects from the Renegotiation Act of 1951. You say you 
ask for that because the act exempts from renegotiation those construc- 
tion contracts which were awarded on the basis of competitive bidding. 

Don’t you contemplate that all of your contracts will be awarded on 
the basis of competitive bidding ? 

Mr. Arrineton. Yes, sir; we do, and that.is why we feel that similar 
to other military construction contracts which are exempted from the 
provisions of the renegotiation act, title VIII contracts should be also. 

Mr. Mutrer. Does the Renegotiation Act of 1951 carry the specific 
exemption ¢ 

Mr. Mayer. If I may answer that, sir, the Renegotiation Act ex- 
empts construction contracts awarded after competition, except for 
housing construction under title VIII. So there is a specific exception 
from the exemption. 

Mr. Mutrer. And you do need the exemption here ? 

Mr. Mayer. Yes, sir. 

Mr. Mutrer. Soas to make the practice the same. 

Mr. Mayer. Yes, sir. 

Mr. Arrincton. We could furnish the committee specific language 
on that, if it desires. 

Mr. Mutrer. You might submit your suggested language, and then 
the staff will check it for us. 

Mr. Arrineton. All right, sir. 

Mr. Mcurer. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Widnall? 

Mr. Wipna.t. I would like to ask a few questions about the failure 
to reenlist, about which you spoke. 

In those figures do you include the retirements ? 

Mr. Arrineton. I don’t believe so, sir, but I am not an expert on 
personnel matters. 

Perhaps the military representatives could answer that. 

We could furnish that for the record, sir. 
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Mr. Wipna.t. I would like to see that in the record. 

Mr. Arrincron. Very well. 

Mr. Wipnatt. I am also interested in actually where you find the 
createst failure to reenlist, in what categories? First lieutenants, petty 
officers, supervisory jobs? 

Mr. Arrinetron. Do you have any comments on that, General 
Brown ¢ 

General Brown. What was the question, sir? 

Mr. Wipnatu. The categories in which you find the greatest fail- 
ure to reenlist, first lieutenants, petty officers, supervisors ? 

General Brown. We can furnish that for the record. I am not in 
the personnel business. I am in the installation business. 

But from what I have read and the information that I have heard, 
the place we are hurting the worst at the present time is in the techni- 
cally trained personnel. This personnel normally would be, I would 
say, in the second enlistment. We have a good many people who do 
not consider themselves, or propose to be career people, who get out 
at the end of their first enlistment. There are quite a few of those 
people who are technically trained, and we would like to maintain 
them in the service, and they would like to become career people if 
the emoluments of the services were attractive enough to hold them. 

The big pinch is felt among the people who start on their second en- 
listment and do not reenlist after that. 

Mr. Wrnpatx. Could we have for the record some figures on these 
categories ¢ 

General Brown. Yes, sir. 

(The information follows :) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington, D. C., May 25, 1956. 

Dear Mr. CHAIRMAN: This is with reference to H. R. 10885, a bill to amend 
section 404 of the Housing Amendments of 1955 to facilitate the acquisition by 
the military departments of housing covered by mortgages insured under the 
nilitary housing insurance program. 

The Department of Defense supports acquisition of Wherry housing projects 
and desires to do so wherever such action is in the best interests of the Govern- 
ment and an equitable arrangement can be worked out with the sponsor of the 
project. However, it is foreseen that under certain circumstances acquisition 
would not be in the best interests of the Government and, therefore, it is recom- 
mended that the authority to acquire be made permissive, rather than mandatory 
upon the Department, as the language of the bill now provides. 

It is believed that acquisition is in the best interests of the Government only 
when the following two conditions are met: 

1. There is a continuing military requirement sufficient to utilize the 
housing, and 

2. The housing is reasonably adequate for occupancy as public quarters or 
can be made adequate with a reasonable expenditure of funds. 

The first condition is necessary because there are a number of Wherry projects 
which were built primarily for civilian occupancy. Such projects should not 
be acquired because in most cases the requirement for military personnel and 
key civilians will not be sufficient to assure full occupancy and because it is 
believed that the Department of Defense should not normally undertake the 
operation of civilian rental housing. The second condition is necessary because 
of the Department of Defense position, as presented in support of H. R. 5731, that 
all housing under military control, including Wherry, must eventually be 
utilized as public quarters. Acquisition of housing which could be made adequate 
only at excessive costs for alteration would not be practical, and inadequate 


housing should not be operated as public quarters because it creates a serious 
morale problem. 
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With regard to the method of determining purchase price, the Department of 
Defense has sought to achieve an equitable and workable method which would 
permit acquisition of substantial amounts of Wherry housing on a selective 
basis. The Department believs that in the determination of purchase price, a 
formula is superior to independent appraisal because the value of most Wherry; 
projects is dependent upon military need and, therefore, cannot be measured 
by normal appraisal methods. Valuation by appraisal would vary widely, 
depending on current financial condition, including anticipated income, while 
valuation by formula would be based on value of the physical structures without 
regard to financial condition. In the process of acquisition on a selective basis 
with purchase price determined by established formula, voluntary agreement 
would be reached within the framework of the formula and, therefore, condem- 
nation would not be appropriate. 

The Department supported the formula contained in section 419 of H. R. 9893 
because it was believed that it was equitable and, being based upon certified 
construction cost, would prevent underwriting windfall profits. However, since 
certified costs are not available for all projects, and depreciation cannot be best 
measured accurately by a single, fixed rate, it is now believed that the estimated 
basic cost and actual depreciation can more appropriately be determined by the 
Federal Housing Administration. In this connection, the Department agrees 
that it would be reasonable to adjust the basic cost figure to make some allowance 
for current increases in construction costs. 

Accordingly, it is recommended that H. R. 10885 require that the purchase 
price of a Wherry project selected for acquisition shall be determined by the 
Federal Housing Administration, with agreement of the Secretary of Defense or 
his designee, based on a formula containing the features outlined above. Provi- 
sion for exception to use of the established formula should be made only when 
ownership has passed to the FHA. In such cases, it is suggested that the purchase 
price should not exceed the value of debentures issued by the Commissioner. 

A major problem which would confront the Department, if H. R. 10885 were 
passed in its present form, would be making funds available to meet the costs of 
acquisition. Funds which may be available from military construction appro- 
priations will be urgently needed to build base facilities and other items in the 
authorized public-works program. No funds are now available for the purchase 
of Wherry housing nor are any included in the appropriation bill for fiscal year 
1957. It should be noted that currently acknowledged Department of Defense 
housing assets include Wherry housing along with adequate public quarters and 
adequate private housing which is reasonably priced and located within an 
acceptable commuting distance. It is believed that military construction funds 
should not be diverted to accomplish acquisition of housing which would not 
result in an increase to the Department’s housing assets. 

The following technical amendments to the bill are recommended : 


1. In section 404 (a), line 7, following the word “should”, insert “where 
the Secretary of Defense or his designee determines it to be feasible.” 

2. In section 404 (b), line 7, following the words “Secretary of”, delete “a 
military department” and insert “Defense or his designee’. This change 
should also be made wherever the phrase “Secretary of the military depart- 
ment” appears in section 404 (c) of the bill. 

3. Also in section 404 (b), lines 18 through 24, delete the sentence begin- 
ning with “The Secretary of.” Since procedures established by Department 
of Defense directives already require that existing Wherry housing be 
counted as assets before determination is made to program new title VIII 
housing, the further requirement of exercising preference and priority would 
be unduly restrictive. Furthermore, present language does not state how 
such preference and priority are to be exercised and would cause considerable 
administrative problems. 

4. In section 404 (f), line 14, substitute a period for the semicolon after 
the word “dependents” and delete the succeeding lines 14 through 24. Since 
any inadequate housing acquired under H. R. 10885 would fall within the 
purview of H. R. 5731 and S. 1947 until it was made adequate, the provision 
for operation on a rental basis is superfluous. 


COST AND BUDGET DATA 


It is impossible to estimate with any degree of accuracy the additional cost, 
over amounts presently available to the Department or budgeted for fiscal year 
1957, in the event this bill, amended as proposed in this report, is enacted. There 
are approximately 82,000 units of Wherry housing, some of which are not suitable 
#s public quarters, and which are incapable of being brought up to the standard 
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of suitable public quarters, and some of which the owners would not desire to 
sell. Assuming the equity cost of acquisition to be $1,000 per unit, and the cost 
of rehabilitation to be $2,000 per unit, it would be possible, if the $50 million 
authorized in the bill were made available, to purchase 16,667 units, 

This report has been discussed with the Bureau of the Budget, which has 
advised that while it has no objection to its submission, the problems involved 
in pricing are sufficiently difficult that it may be necessary to provide some 
additional recommendations or changes with respect to the formula, particularly 
as regards that feature of the formula which would allow price adjustments for 
current increases in construction costs. 

Sincerely yours, 


RicHarp A. BUDDEKE, 


Director, Legislative Program. 
Hon. BRENT SPENCE, 


Chairman, Committee on Banking and Currency, 
House of Representatives. 


Mr. Wipnau. The purpose of my question is whether the housing 
program is going to be addressed to taking care of the major needs of 
those categories. 

You have made the statement that you don’t feel it should be an 
overall program at the present time, and that first attention should 
be given to the career motivated personnel in the officer and upper 
enlisted grades. 

As one member of Congress, I have found many Reserve officers 
who have wanted to come back in the service, who have wanted to 
become career people, many Reserve people who have been in the serv- 
ice who wanted to remain, who have been told there is no place for 
them. And they are being forced out or are not being welcomed back 
into the service, and I don’t quite understand the statement that we 
can’t keep people in, while you have people who want to get in who 
are being denied the opportunity. 

Mr. Arrtneton. That is a personnel question, Mr. Widnall, but we 
can get you the answer to that. 

Mr. Wipnatt. I have certainly found, also, that within your en- 
listed eens in the lower grades they are marrying much earlier 
than they used to 20 or 25 years ago, and they expect to have their 
families around just as the officer personnel, and certainly if better 
housing facilities could be provided for them, you wouldn’t have 6 
percent reenlistment on your first enlistment figure. 

Mr. Arrincron. That is true, sir, and on a gradual basis we do hope 
to proceed with that portion of the program as well. 

Mr. Wipnatt. In connection with the Capehart program, are your 
maintenance figures included when you try to compare costs with the 
Wherry projects ? 

Mr. Arrinoton. The cost comparison—are you referring to the cost 
comparison between the new title VIII projects and the appropriated 
fund projects? 

Mr. Wrwnatt. Yes, sir. 

Mr. Arrineton. In making the cost comparison we disregard main- 
tenance and operation costs in both instances, since they are pre- 
sumably equal in both instances. 

In other words, both the new title VIII housing and the appropri- 
ated fund housing will be public quarters, maintained, managed and 
operated by the Government, and the maintenance and operations costs 
ure presumably the same. 

Mr. Wipnatu. Well now, that is in direct contrast to the Wherry 
projects, which are privately operated. ; 

77603—56——18 
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Mr. Arrineton. Under the privately operated Wherry projects the 
maintenance and operation is taken care of by the private sponsor, of 
course. 

Mr. Wipna.. I have seen the statement made that maintenance is 
much lower on a Wherry project than it would be on a Government- 
run project. 

Do you have any basis for comparison ? 

Mr. Arrtncton. I believe, in general, that is probably a true state- 
ment, but I could obtain some figures on that for you, if you care to 
see them. 

Mr. Wipna.u. I would like to see those figures, not for the record, 
however. If you have them available, I would like to see them. 

Mr. Arrineron. All right. 

Mr. Wipnatt. That is all. 

Mr. Brown. Mr. O’Hara? 

Mr. O’Hara. You think that Guam should be included in this 
program ¢ 

Mr. Arrtneton. Yes, sir. 

Guam is already in the program, I believe. It was Midway that 
we recommended be added, Mr. O’Hara. 

Mr. O'Hara. What is the present need at Guam ? 

Mr. Arrtneton. I don’t have the figures offhand, but we have just 
approved a project for Guam. 

Mr. Win... It is in your figures, I believe. 

Mr. Mumma. Mr. Chairman, didn’t we pass legislation on Guam a 
couple of years ago, to provide a lot of housing ? 

Mr. O’Hara. Yes, sir; but nothing has been done. 

Mr. Mumma. It was to be done by private enterprise, as I remember 
it. There was a man here from the Philippines who was interested 
in Guam. 

Mr. Arrtneton. We have just approved 1,050-unity title VIII 
project for the Air Force at Guam. 

Mr. O’Hara. I was interested in Guam. The former speaker for 
Guam is in Washington now, and he told me that nothing has been 
done in the way of civilian housing that we thought we had provided 
for a couple of years ago. Of course you wouldn’t know anything 
about that phase of the situation in Guam ? 

Mr. Arrrneton. Not offhand, sir. 

Mr. O’Hara. I was very much impressed when we visited Puerto 
Rico, the Rains subcommittee, with the housing situation. Here were 
technicians, on which the Government had spent many, many thous- 
ands of dollars to educate, and they were not reenlisting because of 
the impossible housing conditions. These conditions were deplor- 
able. It seems to me that if that continues we are going to destroy 
the very foundations of our defense. 

Mr. Arrtneton. Yes, sir. 

Mr. O’Hara. Thank you very much. 

I am sorry that I was necessarily detained and was late in getting 
here. I should like to have heard your entire statement, but I shall 
read it. 

Mr. Arrtnetron. Thank you, sir. 

Mr. Brown. Mr. Talle? 

Mr. Tatxe. No questions, Mr. Chairman. 

Mr. Brown. Mrs. Sullivan? 

Mrs. Sutxiivan. No questions. 

Mr. Brown. Mr. Betts? 
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Mr. Berrs. I just wanted to direct some observation to this para- 
graph on page 10 of your statement in which you refer to the gross 
requirements of the married personnel in the lower and enlisted 
grades, and comment that there is desire to give consideration to some 
portion of this requirement. 

My thought is that the services should concentrate on this portion of 
the program, from a morale standpoint. It seems to me if we are going 
to have a large Army in peacetime, and most of your personnel is 
among the enlisted personnel, it is in that bracket that you are going to 
have the greatest problem, and it is my observation that there should 
be a tremendous consideration given to housing for people in that cate- 
gory. 

I am no expert on the situation at bases. I was only able to visit 
one, and that was in Cuba. 

Mr. Arrineron. I understand there are legal impediments to con- 
struction of privately financed housing in Cuba because of the basic 
rights treaty. 

Mr. Berrs. As I understand it, we have no authority to engage in 
any private enterprises on the base. 

Mr. Arrineton. That is right. 

Mr. Berrs. So that rules out any financing under FHA, but I just 
wanted to throw that in for what it is worth; that that is where we 
ought to concentrate, so far as housing. I think the department ought 
to concentrate on appropriations for that. Because it seems to me if 
we are going to spend a lot of money on defense, that money on hous- 
ing would be money well spent. 

Mr. Arrinctron. That is one factor in programing housing under 
the appropriated fund program, is to give consideration to areas where 
title VIII, for example, is not feasible. 

Mr. Berrs. That 1s all. 

Mr. Brown. Mr. Healey ? 

Mr. Heater. No questions. 

Mr. Brown. Mr. Mumma? 

Mr. Mumma. Is the object of this legislation to get away from 
direct appropriations ? 

Mr. Arrineton. The object of this legislation is to enable us to meet 
an urgent and immediate need within a reasonable period of time. 
Under our appropriated fund program, we were embarking on a plan 
to build in the vicinity of 

Mr. Mumma. In short, you feel that you can’t get the necessary 
amount of money to do this quickly / 

Mr. Arrineton. That is right. 

Mr. Mumma. So the FHA would guarantee a mortgage to some 
concern, and the proceeds of the mortgage would be turned over to the 
Defense Department to let contracts to build this housing. 

Mr. Arrtneton. Yes, sir. 

Mr. Mumma. And, if the Government ever fell down on the mort- 
gage payments, why, then, the bank or whoever it is, could foreclose, 
is that it? 

Mr. Arrrneton. Under the title VIII program we guarantee the 
payment of mortgage notes and other. obligations of the mortgagor 
corporation. 

Mr. Mumma. It gets back to the fact that you don’t want to in- 
crease the national debt by running into appropriations; is that 
correct ? 
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Mr. Arrtncton. We don’t feel that it is feasible to do the whole job 
within the next 

Mr. Mumma. You want to do it quickly, and you can’t get the money 
to do it quickly ? 

Mr. Marrineron. The need is now; yes, sir. 

Mr. Mumma. That is what I was trying to get at. These quarters, 
are they generally the same, or is there a great disparity between them 
in the various services? 

Mr. Arrinetron. There are different space allowances which are 
applicable to the different grades. 

Mr. Mumma. What would you build these all for, privates or master 
sergeants, or would you split them up ? 

Mr. Arrineron. The larger part of the program at present is for 
officers and enlisted personnel of the upper grades, and primarily 
for the junior officers and noncoms. 

Mr. Mumma. Well, those technicians are mostly sergeants, aren't 
they ? 

Mr. Arrinoton. Yes, sir. 

Mr. Mumma. I notice here one place which is in my territory. They 
want to build some housing, and at the same time they are tearing 
some down. That is Middletown. 

Mr. Arrineron. Some of the title VIII projects are replacement 
programs for substandard housing constructed in World War II, for 
a 5-year life, and it has been extended and extended. Excessive main- 
tenance costs, substandard in area, and so forth. 

Mr. Mumma. They were realizing a profit of $60,000 a year in rental 
on these. 

That is all. 

Mr. Brown. Mr. Hiestand ? 

Mr. Hrestanp. No questions. 

Mr. Brown. Mr. Multer? 

Mr. Mutrer. Mr. Arrington, has your statement been cleared with 
the Bureau of the Budget ? 

Mr. Arrineton. All of the subjects covered in the statement have 
been cleared in one form or another, or at one time or another. In 
other words, the general position as stated. The particular draft, as 
such, has not been. 

Mr. Murer. Of course I think we are more concerned with whether 
or not the amounts requested have been cleared. 

Mr. Arrincton. Yes, sir; they have. 

Mr. Mutrer. Thank you. 

Mr. Brown. Thank you for your testimony, gentlemen. 

You may be excused. 

(See p. 195 for further data supplied by Mr. Arrington.) 

Mr. Brown. The clerk will call the next witness. 

The Crerx. Mr. Kenneth L. Scott, Director, Agricultural Credit 
Services of the Department of Agriculture. 

Mr. Brown. Come around, Mr. Scott. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, DEPARTMENT OF AGRICULTURE 


Mr. Scorr. Mr. Chairman, as you know, there are several bills which 
have been introduced containing provisions to extend the authorities 


for housing loans, and grants contained in title V of the Housing Act 
of 1949. 
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Our analysis indicates, however, that some of these bills are alike. 
‘There are only three different versions. 

The farm housing provisions of H. R. 10157, H. R. 10460, and H. R. 
10641, are identical. These bills would extend the present provisions 
of title V of the Housing Act of 1949 for one additional year through 
June 80, 1957, and would authorize the same appropriations, con- 
tributions, and borrowing authorizations from the Treasury in fiscal 
year 1957, as contained in the present act for fiscal year 1956. 

H. R. 9517 and H. R. 10296 are alike and would authorize borrow- 
ing from the Secretary of the Treasury for loans in annual amounts 
of not to exceed $200 million for each year beginning July 1, 1956. 
This would be a continuing authorization, but would require annual 
suthorizations in appropriation bills before the funds could actually 
be borrowed from the aeedary, Loans from these authorizations 
would be limited to the present provisions of sections 502, 503, and 
504 (a). There is no appropriation provision for grants under sec- 
tion 504 (a) or for development loans under section 504 (b), and there 
is no provision for contributions to borrowers under section 503. 

H. R. 9782 would establish a 5-year program beginning July 1, 1956, 
with total loan and grant authorizations of $500 million for the 5-year 
period. In addition, contributions to borrowers receiving loans under 
section 503 would be authorized in an aggregate amount of not to 
exceed $10 million during this same period. 

H. R. 9782 provides for the continuance of all loan and grant au- 
thorizations included in the original statute. In addition, this bill 
would amend the present statute in such a way as to permit loan funds 
to be borrowed from the Secretary of the Treasury in the total amount 
of $450 million during the 5-year period without further action by 
the Congress. 

The present statute authorizes borrowing from the Treasury for 
loans within specified limits, but includes the phrase “in such sums 
us the Congress may from time to time determine.” 

Under the latter phrase, it has been necessary to secure annual 
authorizations within the limits contained in the statute through the 
regular appropriation process. It appears that H. R. 9782 would 
eliminate this requirement for loans under sections 502, 503, and 504 
(a), but not including loans pursuant to section 504 (b). Loans under 
section 504 (b) and grants pursuant to section 504 (a) would be made 
from appropriated funds and it would be necessary that the $50 mil- 
lion provided for these purposes be included in one or more appro- 
priation bills. 

One of the difficulties encountered with title V of the Housing Act 
of 1949, is the lack of continuity of operations due to the fact that 
this authority has expired each year. H. R. 9517 would correct this 
problem by authorizing continuing authority from year to year, and 
H. R. 9782 would also adequately correct this problem through the 
iuthorization of a continuous 5-year program. 

During the last session of Congress when we testified on the pro- 
posed extension of title V of the Housing Act of 1949, we pointed to 
the fact that there was considerable duplication of authority between 
title V of the Housing Act of 1949 and title I of the Bankhead-.Jones 
Farm Tenant Act. We pointed out that there were some deficiencies in 
title I of the Bankhead-Jones Farm Tenant Act and that some appli- 
cants for building improvement loans, dag Songer those on smaller 
than family-type farms, could not qualify for loans under the act. 
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Also we stated that if title V of the Housing Act were to be extended, 
we preferred a bill which, in addition to direct loans would provide 
for insured loans advanced by private lenders under the same general 
type of authority as contained in the Bankhead-Jones Farm Tenant 
Act. 

Last year, Congress enacted amendments to title V of the Housing 
Act of 1949 which extended the existing provisions for only 1 year. 
This extension did not become effective until August 11, 1955, and for 
that reason, it was necessary to seek a supplemental appropriation for 
fiscal year 1956 in order to carry out the provisions of the act. An 
item of $5 million for loans is contained in the second supplemental 
appropriation bill, and farm housing loans will be made from this 
authorization just as soon as the funds are available. The appropria- 
tion language makes these funds available until expended so that 
if the entire $5 million is not obligated by June 30, the balance can be 
obligated in the early months of fiscal year 1957. 

Recognizing that the Bankhead-Jones Farm Tenant Act did not 
fully meet the need for farm housing and other farm building loan 
assistance and because of other deficiencies in the act, we undertook 
an extensive study looking toward proposals to amend the Bankhead- 
Jones Farm Tenant Act in several particulars. 

These proposals were submitted to the Congress and have been 
introduced in the House as H. R. 9843. 

Hearings have been held on this bill and other bills proposed to 
amend the Bankhead-Jones Farm Tenant Act. 

To strengthen the authorities for farm housing loans, title I of 
the act would be amended to permit making loans on less than family- 
type farms, and would eliminate the present restriction that an 
insured loan may not exceed 90 percent of the long-term earning 
capacity value of the farm. 

The proposed amendments to the Bank-Jones Farm Tenant 
Act would make the authorities for farm housing and other farm 
buildings loans very similar to those contained in title V of the 
Housing Act of 1949. The exceptions are that there would be no 
provision for grants or contributions to borrowers, and it would not 
be possible to make loans on farms larger than family-type farms. 

We believe that it would be preferable to provide credit assistance 
to farmers for building improvements through amendments to the 
Bankhead-Jones Farm Tenant Act rather than through the extension 
of title V of the Housing Act of 1949 for the following reasons: 

1. Insured loans as well as direct loans could be made under the 
Bankhead-Jones Farm Tenant Act. H. R. 98438 contains annual 
insurance authority of $125 million which we believe would be ade- 
quate to take care of the need for improving farmhouses and other 
farm buildings, as well as for other purposes authorized by the act, 
as proposed to be amended. Insured loans do not require appro- 
priations or borrowing from the Federal Treasury. These loans are 
actually made by the Farmers’ Home Administration in the same way 
as direct Government loans are made, except that when a loan is 
about to be closed, an approved private lender advances the funds, 
and is given an insured note. The Government is the mortgagee. 

2. Amending the Bankhead-Jones Farm Tenant Act would sim- 
plify our internal operations, and would eliminate one additional 
type of loan which would have to be handled separately, with all 
that implies in separate procedures and internal routine. 
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3. The Bankhead-Jones Farm Tenant Act permits the refinancing 
of existing indebtedness in connection with the making or insuring 
of a building-improvement loan. This is not authorized by title V 
of the Housing Act of 1949. Many times an applicant has an exist- 
ing mortgage with repayment terms s which the applicant cannot meet if 
he undertakes the additional indebtedness necessary to improve his 
farm buildings. Unless some way is found to change the existing 
repayment schedule, it is not possible to make a title V loan. Under 
the Bankhead-Jones Farm Tenant Act, it would be possible to re- 
finance this existing indebtedness on the same long-term basis as the 
new loan, thus enabling the applicant to receive assistance which he 
might not otherwise be able to secure. 

Mr. Chairman, we certainly agree that there is a pressing need to 
provide loan assistance to farmers needing improvements in their 
farm dwellings and other farm buildings. “Howev er, we believe that 
our lending authorities should be confined to assisting those individ- 
uals who are bona fide farmers and who obtain a substantial portion 
of their income from this source. Our preference is the enactment of 
amendments to title I of the Bankhead-Jones Farm Tenant Act be- 
cause of the opportunities to provide a more complete credit service 
to individual farmers through a single loan. We believe that these 
authorities would then be fully adequate to take care of the recognized 
need for improving farm housing and other farm buildings. 

Mr. Chairman, I have with me the Administrator of the Farm 
Home Administration, and members of his staff, and we will be glad 
to answer any questions. 

Mr. Brown. We are very glad to have your statement, Mr. Scott. 

Are there any questions? 

Mr. Tatts. Mr. Chairman. 

Mr. Brown. Dr. Talle. 

Mr. Tatie. May I repeat a sentence in your statement, Mr. Scott: 

We believe that our lending authorizations should be confined to assisting 
these individuals who are bona fide farmers, and who obtain a substantial por- 
tion of their income from this source. 

I recall that there was some discussion about that last year, and it 
was pointed out by the Farmers’ Home Administration as a problem. 

Here is a man who buys, say, 3 acres or less, perh: aps; he does some 

gardening, or one thing or another. Is he a laborer in a city nearby 
or is he a farmer? 

That is the situation, isn’t it / 

Mr. Scott. Yes, sir. 

Mr. Tatie. And you are trying to solve it / 

Mr. Scorr. Yes, sir. 

Mr. Tair. I think you said last year that under the law you could 
not very well deny such a loan, even though it appeared to be rather 
obvious that the borrower was not a farmer. He was just living in 
the country. 

Mr. Mumma. Wait a minute. They supplement their income, and 
make possible the purchase of the house. They may grow straw- 
berries. I believe that is a close problem. 

Mr. Tatxe. I rather think some borrowers are window-box farmers. 
No doubt there are legitimate truck farmers and the like. But it is a 
problem for the Farmers’ Home Administration to make the dis- 
tinction. 
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Mr. Mumma. No, he is making a living. There is a book out, 
Doctor, entitled, “Five Acres and Independence.” 

Have you ever seen it? 

Mr. Tate. No, I haven’t. 

But my purpose was to point out the problem. That is what you 
are getting at, isn’t it? 

Mr. Scorr. That is correct, sir. 

Mr. Tatie. My second question was: 

Do you have a good workable definition of the term, “family-size 
farm”? 

Mr. Scorr. I will ask Mr. Smith to answer that. 

Mr. Smiru. Congressman, there is no definition in the statute, sir, 
with respect to “family-size farm.” 

From an operating standpoint, we have limited the service to those 
farms where the farm is adequate enough to, with the family’s labor, 
supply them with sufficient income to retire their debts and maintain 
a reasonable standard of living. 

Mr. Tate. It is a pretty difficult definition to write, isn’t it? 

Mr. Sirn. Yes, sir. It varies, of course, in different farming 
areas. 

Mr. Taiz. Thank you, Mr. Chairman. 

Mr. Brown. Are there other questions ¢ 

Mr. Mumma. I have a question. 

Mr. Brown. Mr. Mumma. 

Mr. Mumma. Up in my country raising broilers is quite an opera- 
tion. A fellow could operate a pretty good broiler operation on 2 
or 3 acres. 

Would that be considered farming? 

I had a case where a man was trying to get a loan under those cir- 
cumstances. 

Mr. Scorr. We, as a general policy, confine the assistance, in the 
case of poultry production of any type, to an extent that it is a part 
of a general farming business. We have not felt that it was appropri- 
ate for the Government to get into any lending in any capacity in 
that industry that would tend to encourage an expansion. We all 
realize that they have had those problems to deal with, and we try 
to have quite a conservative viewpoint there on the actual loans. They 
all have to be handled, of course, on an individual basis. 

If an operation has been going quite awhile and they need a little 
assistance to make some minor improvements, we feel it is in the 
interest of good farming practice to go along. But we certainly are 
extremely careful in anything that “might “properly be termed an 
expansion or question quite ¢ carefully the new ones entering into that 
operation. 

Mr. Mumma. That is what this man wanted to do. And he was a 
very deserving person. 

Thank you. 

Mr. Brown. Thank you for your testimony, gentlemen. 

You may be excused. 

Mr. Scorr. Thank you. 

Mr. Brown. The committee will recess, to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 12:07 p. m., the committee recessed, to reconvene 
at 10 a. m., Thursday, May 10, 1956.) 
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(The following letter was submitted for the record by the Office of 
the Assistant Secretary of Defense :) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., June 4, 1956. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives. 

Deak Mr. CHAIRMAN: With further reference to the testimony of Mr. John H. 
Arrington on H. R. 10157 before your committee on May 9, 1956, I should like 
to present certain information which was requested for the record and 
to recommend certain technical changes with regard to the pending bill on the 
Housing Act of 1956. 

In response to the committee’s request for suggested language to exempt title 
VIII construction contracts from coverage under the Renegotiaion Act, the fol- 
lowing is offered: 

“Section 106 (a) (9) of the Renegotiation Act of 1951, as amended, be 
amended to read as follows: ‘(9) any contract awarded as a result of com- 
petitive bidding for the construction of any building, structure, improvement, 
or facility’.” 

With respect to the committee’s request for more precise information on fail- 
ure of Air Force military personnel to reenlist, the following is provided, based 
on data supplied by the Department of the Air Force: 

Of the officers whose tours of duty ended during the current fiscal year, 50 
percent of the pilots and 85 percent of the nonpilots failed to remain on active 
duty. Of all officers who left the service during this period, 95 percent were 
first lieutenants. 

Among the airmen whose periods of enlistment ended between July 1955 and 
March 1956, inclusive, 65 percent or 107,300 failed to reenlist. Losses by rank 
were as follows: 





Failed to | Percent fail- 


a ing to 
2 S 
reenlist reenlist 





Master sergeant 260 
Technical sergeant___...--..- nieeswagudecmeh ak pot mietgeadosewten sal 792 
Staff sergeant ‘ ‘ 

Airman Ist class_-_---- “SPE RES F 5 eR EAE vniche ean naGaee Wmeakin~ ate 

\irman 2d class 

\irman 3d class 


Total F 107, 300 





Loss experience in selected technical specialties during fiscal year 1955 (the 
latest available) was as follows: 





| Percentage 
failing to 
reenlist 


Failing to 
reenlist 





Radio radar system re 13, 095 87.6 
Armament system maintenance eae 7, 382 88. 5 
Aircraft accessories maintenance....................-.--..--.-- CREE Ss 4, 657 81.56 
Aircraft and engine maintenance - pbeiaclinn 23, 312 73.0 
Munitions and weapons maintenance 4,056 76.8 








Personnel who retired during the periods covered are not included in the 
above figures. 

It is also recommended that H. R. 10157 be amended to make it clear that the 
provisions of the Miller Act (40 U. S. C. 270a) are not applicable to title VIII 
housing. It appears more appropriate to provide for use of the FHA dual 
obligee bond form for both performance and payment bonds. The cost of the 
FHA bond is substantially less than the cost of bonds required by the Miller 
Act for public works, so that the proposed amendment will serve to decrease the 
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cost of construction and otherwise facilitate contractual relationships. Ac- 
cordingly, it is suggested that the following amendment be added to the bill: 

“Section 403 (a) of the Housing Amendments of 1955 is amended by adding 
before the final sentence thereof the following: ‘Any such contract shall provide 
for the furnishing by the Contractor of a performance bond and a payment bond 
with a surety or sureties satisfactory to the Commissioner and the Secretary of 
Defense, or their designees, and the furnishing of such bonds shall be deemed 
sufficient compliance with the provisions of section 1 of the Act of August 24, 
1935, and no additional bonds will be required under such section’.” 

It is noted that S. 3855 as passed by the Senate contains the following language 
in section 108 (h): 

“The second sentence of section 406 of the Housing Amendments of 1955 is 
amended by inserting after the colon immediately following the first proviso the 
following: ‘Provided further, That such plans, drawings, and specifications shall 
follow the principle of modular measure, in order that the housing may be 
built by conventional construction, on-site fabrication, or factory fabrication, 
which ever the successful bidder may elect, or, in the case of a negotiated con- 
tract, whichever the contracting officer may determine to be in the best interest 
of the Government :’.” 

The Department of Defense supports greater use of the principle of modular 
dimensioning in building design and is currently undertaking exhaustive studies 
to determine the specific benefits which this system may produce in military 
construction. However, it is believed that certain provisions of the language 
proposed in the Senate bill would be unworkable and would severely handicap 
implementation of the title VIII program. 

First, application of the modular system to designs already underway would 
result in costly revisions to plans and specifications. Inasmuch as architect- 
engineer fees in many cases already approach the maximum allowed by statute, 
it would not be possible to expend the additional money required to accomplish 
redesign. Even in cases where such additional costs might be possible, the 
time ‘required for complete redesign would seriously delay the provision of 
urgently needed housing. 

Second, designation of the bidder, rather than the military, as the party to 
determine the construction method to be used would be inconsistent with the 
basic concept of competitive bidding and might result in impossible delay and con- 
fusion. In order to protect the best interest of the Government, determination of 
the most feasible method of construction, as well as design, must remain with 
the military; otherwise much time would be lost in reviewing bids based on 
infeasible systems. Moreover, if a number of bids involving different con- 
struction techniques and specifications were received, it might be necessary to 
obtain from FHA a separate appraisal and eligibility statement on each bid; 
this would, in effect, invalidate the FHA estimate obtained prior to bidding and 
result in considerable additional expense and loss of time. 

It is believed that the present language of section 406 of the Housing amend- 
ments of 1955 is adequate to encourage the use of prefabrication, and that the 
studies already being made by the military departments in the use of the modular 
dimensioning system will soon provide sufficient experience to show to what 
extent modular dimensioning can successfully be employed, and just what will 
be the most appropriate procedures to be followed in introducing it into the 
title VIII program. Accordingly, it is strongly recommended that there be no 
change in the present provisions of section 406 of the Housing Amendments of 
1955. 

Although it is considered that new language on this subject is unnecessary, the 
following paragraph is suggested in the event the committee desires to amend 
the present provisions of section 406 of the Housing Amendments of 1955: 

“In the design of the family housing and other repetitive-type buildings in the 
continental United States authorized by this act, the military departments shall, 
to the extent deemed practicable, use the principle of modular design in order 
that the facility may be built by conventional construction, on-site fabrication 
or factory fabrication.” 

The Bureau of the Budget has advised that it has no objection to the submis- 
sion of this report. 

Sincerely yours, 
RicHARD A. BUDDEKE, 
Director, Legislative Programs. 
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THURSDAY, MAY 10, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New House Orrice Buripine, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) pre- 
siding. 

Present: Messrs. Spence, Brown, Rains, Barratt, O’Hara, Mrs. 
Sullivan, Messrs. Vanik, Talle, Kilburn, Widnall, Betts, Mumma, 
Nicholson, and Bass. 

The CuarrMan. The committee will be in order. 

We are honored today by having 2 mayors of 2 great American 
cities, and we are glad to have them come here and give us the benefit 
of their views and experience. 

Mr. Clerk, call the first witness. 

The Citerx. Mr. Chairman, the first witness is the Honorable Don- 
ald H. Mead, mayor of Syracuse, N. Y. 


The Cuareman. Mr. Mayor, you may proceed as you please. If you 
have a written statement, you may read it without interruption. 

Mr. Kizsurn. Mr. Chairman, I would like to say that coming from 
the northern part of New York State myself, we are especially de- 
lighted to welcome the mayor of our neighboring city of Syracuse. It 
is very nice of you folks to come down here and spend your time and 
effort on this matter. 


STATEMENT OF HON. DONALD H. MEAD, MAYOR OF SYRACUSE, N. Y., 
REPRESENTING THE AMERICAN MUNICIPAL ASSOCIATION 


Mr. Meap. Thank you very much, Congressman. 

Mr. Chairman and members of the committee, my name is Donald 
Mead. I am the mayor of the city of Syracuse, N. Y., and I appear 
here today on behalf of the American Municipal Association which 
represents 12,000 municipalities throughout the United States. 

With me is Arthur J. Reed, director of our city’s newly established 
oflice of urban renewal. 

[ am not an expert on the technicalities of housing legislation. My 
testimony will be that of a mayor of a city of 220,000 people, the center 
of a metropolitan area which had 340,000 people at the time of the 
1950 census but has since left that figure far behind. 

Since my last appearance before your subcommittee, we have accu- 
mulated another year of experience with the perplexing problem of 
blight elimination, arrest, and prevention. 
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Our attack on our slums was started before the Housing Act of 
1954 was enacted. That legislation gave us new hope and new tools 
with which to work. We believe the present urban renewal legisla- 
tion is basically sound. It heartens us to see that the Congress has 
recognized the need of preventing future slums. We welcome the 
attempts to bring private enterprise into maximum play, based on 
the recognition that private owners, developers, and investors can- 
not be expected to redevelop or rehabilitate unless it is economically 
feasible for them to do so. 

However, in trying to utilize the housing act benefits, we and other 
municipalities for whom I speak have encountered difficulties which 
must be corrected if this program is to realize its full potential. 

Your committee has overwhelming evidence as to the size and 
gravity of the urban slum problem. We may differ on the method 
and the approach, but nearly all of us agree that steps be taken to 
preserve the Nation's tremendous investment in urban centers, and to 
make it possible for people to live in decent homes in wholesome 
neighborhoods. 

While we in Syracuse take great pride in the growth of our metro- 
politan area, we are concerned by the progressive deterioration which 
rings the core of our city. We are alarmed that so much of the thriv- 
ing postwar development is taking place outside our corporate limits. 

We can no longer think narrowly in terms of artificial city lines. 
However, we have the disturbing conviction that much of this develop- 
ment belongs closer to the metropolitan area, yet is being driven else- 
where by the decay and congestion at the core. We know that there 
is a close relationship between the economic health of the suburbs and 
the economic health of the city. 

These and other considerations lead me to believe that the urban 
renewal program is one of the most vital affecting our cities. I know 
that mayors throughout the country share this belief. 

With your permission, Mr. Chairman, I would like to have the 
American Municipal Association’s policy statement on housing made 
a part of the record of this hearing. 

The Cuarrman. Without objection, that may be done. 

(The policy statement follows :) 


AMERICAN MUNICIPAL ASSOCIATION 


NATIONAL MUNICIPAL POLICY ON HOUSING, ADOPTED AT PHILADELPHIA, NOVEMBER 1954 


Whereas the need for decent homes in suitable living environments is far from 
being met for American families; and 

Whereas each year more dwellings are being added to the 10 million nonfarm 
units found substandard by the 1950 Census; and 

Whereas the private construction industry is still unable to provide decent 
shelter for low-income groups and a significant portion of our middle-income 
families; and 

Whereas as recognized by President Eisenhower’s Advisory Committee on 
Government Housing Policies and Programs, local governments which function 
under anes taxing powers are not in a position to provide the fiscal aid neces- 
sary; anc 

Whereas the Housing Act of 1954 ignored the Federal Government’s responsi- 
bility for low-rent public housing and increased slum clearance in line with the 
1949 act: and 

Whereas only 350,000 of the 810,000 (only 48 percent) low-rent public-housing 
units have been authorized in the 6 years stipulated in the act of 1949: Now, 
therefore, be it 





HOUSING ACT OF 1956 199 


Resolved, That Congress be petitioned by the American Municipal Association 
to adopt legislation in the coming session authorizing the construction of 200,000 
low-rent public housing units, the maximum permitted under the 1949 act; and 
be it further 

Resolved, That increased Federal financial aid be given to municipalities for 
slum clearance and redevelopment, particularly in those areas where the maxi- 
mum has already been allotted under the original $500 million appropriation in 
the 1949 act ; and be it further 

Resolved, That legislative steps be taken by Congress to encourage construction 
of new homes to meet the needs of families in the middle-income brackets ($3,000— 
$5,000 per year), providing, if necessary, Government aid to reduce the financing 
costs of the home purchaser ; and be it further 

Resolved, That the American Municipal Association call upon State govern- 
ments to supplement Federal aid in the above fields. 


Mr. Meap. Before I presume to offer any suggestions for housing 
act amendments, let me qualify my city as a witness. 

In April 1950, according to United States Census criteria, we had 
approximately 14,000 dwelling units which were constructurally sub- 
standard in varying degrees. Thousands of others were substandard 
by reason of land overcrowding, mixed uses, and other factors of 
environmental blight. 

When I took office in January 1954, I was committed to a vigorous 
attack on our slum problem. Any doubts we may have had as to the 
urgency of this problem were erased within a few weeks. A series 
of slum fires broke out. In one of them a child was burned to death. 
The death of that one child was far more important than thousands 
of dollars of property losses. It helped waken our community to the 
fact that thousands of other children were living under hazardous 
and intolerable conditions. 


| appointed a strong citizens’ advisory committee, and gave it the 

full backing of my administration. We started eliminating the most 

serious dwelling hazards. Then we proceeded with a systematic 

block-by-block inspection and enforcement promen. We doubled 
y 


our code-enforcement budget and staff. My advisory committee 
sought to stimulate voluntary cooperation of owners and residents in 
making our blighted neighborhoods better places to live. 

But we ran head-on into several major obstacles, which grew, in- 
stead of diminished, as time went on. We discovered that enforce- 
ment alone was not the answer. We could not compel a landlord to 
bring substandard housing up to par, if he could not afford to comply. 
We served notice: “Fix it up, board it up, or tear it down.” Then 
we found that although many living units had been made more habit- 
able, our housing situation was tighter than ever. 

We learned another hard fact of life. Although public housing 
was the only solution for 40 or 50 percent of the families displaced 
by enforcement, many of the families were ineligible for admittance 
to public housing because of family size, income or because they are 
classed as undesirables. 

Enactment of the Housing Act of 1954 found us well ahead of many 
other communities in meeting part of the requirements of the so-called 
workable program. However, our first slum clearance project, al- 
though initiated in a previous city administration soon after the pas- 
sage of the act of 1949, was still stalemated. 

This situation was due in part to the low priority which our slum 
clearance program had previously been given. It also underlined 
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the wisdom of the workable program requirement of adequate admin- 
istrative organization. We came to realize that the urban renewal 
operation was too big and too complex to be handled by any of the 
existing units of the city government, already burdened with normal 
functions. 

However, the delay in bringing our pilot project to realization 
also pointed, I believe, to one of the most serious defects of the pro- 
gram itself, the amount of red tape through which a community must 
wade before it can acquire a single parcel of project land, or tear 
down a slum dwelling. 

Other communities, which faced up to the necessary financial and 
»0licy decisions before our Syracuse administration had taken office, 
ca progressed further than we. But I know that the officials of 
many of these cities feel they could have gone further and faster 
in this race against urban decay had it not been for the maze of 
procedures set up under the act. 

The four major problems which we have encountered, or see ahead 
of us, are these: 

1. Rigidity of parts of the program, particularly inflexibility of 
timing, and restrictions on sound reuse planning. 

2. The perplexing relocation problem. 

3. The iin of providing the local share of cost for anything 
more than a piecemeal program. 

4, Delays resulting from red tape and lack of adequate URA staff 
for processing of applications. Most of these problems are reflected 
in the penetrating report of your Subcommittee on Housing. We 
are very much in accord with a number of its conclusions. 

In regard to the urban planning grant program, Syracuse, because 
of its population, is not directly concerned with that part of the act 
which authorizes planning grants to the States for assistance to com- 
munities of 25,000 population or less. However, our area might at 
some time in the future qualify for grants under the second part of the 
law which authorizes direct planning grants to metropolitan areas. 
We would therefore, on behalf of the American Municipal Association, 
recommend that Congress increase the urban planning grant authori- 
zation from the present $5 million to $10 million as recommended by 
the subcommittee. 

A number of the problems which I cite stem from administrative 
regulations and procedures, rather than from the direct wording of the 
law. However, may I suggest that in most instances these were found 
necessary to fulfill statutory requirements. They result from two 
fears: (1) the fear that a bold administrative policy, designed to cut 
through redtape and get slums cleared, may some day draw congres- 
sional fire of the sort that was directed at the FHA; (2) the fear that 
local-level officials are not responsible administrators. 

As a public official, I know it is easy to brand as redtape, regula- 
tions which are either necessary to protect the public interest, or which 
are inherent in the basic bigness or complexity of a program. How- 
ever, these things are a matter of degree, and of the hiiceapivy under- 
lying the stutute and its administration. 

We applaud the Administrator’s appointment of a special task force 
to study the housing law and reduce to a minimum the voluminous 
paperwork and procedures in this program. 
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With your permission, I shall amplify four problems I have cited, 
and offer a few suggestions for meeting them. 


1. UNDUE RIGIDITY OF PARTS OF THE PROGRAM, PARTICULARLY THE INFLEX- 
IBILITY OF TIMING AND RESTRICTIONS ON SOUND REUSE PLANNING 


One major handicap to project-area delineation and sound reuse 
planning is the “predominantly residential” requirement. This has 
a heavier impact on cities of our size, or smaller, than on the big 
metropolitan centers with their block after block of solid slums. 
Our own pattern is one of blight caused, to a great extent, by mixed 
uses. Some of our worst housing conditions are to be found in areas 
sprinkled with marginal commercial use—neighborhoods just at the 
borderline between residential and commercial predominance. It 
would be folly to put these areas back into residential use since they 
are at the very fringe of the expanding central business district. In 
any event, resale cost of the cleared land would be prohibitive except 
for towering apartment structures which do not fit into our smaller 
city way of life. 

We appreciate that the basic reason for the statutory requirement 
was to tie clearance to housing, either at the “beginning or at the end 
of the line.” However, in many cases, the result may perpetuate the 
very conditions which redevelopment was intended to remove. The 
10-percent exception clause may not completely meet this problem. 
We suggest that the statute be clarified to authorize inclusion of 
those borderline neighborhoods where invading nonresidential uses 
have pushed the total area beyond the 50-percent line, in view of the 
total community rebuilding operation. 

One of the greatest opportunities we see in gearing the urban re- 
newal program into our local physical plant and into our local economy 
is the establishment of a procedure which will integrate our urban 
renewal program with our long-range capital-improvement program. 

As the program now operates, a city, in order to get credit for its 
own improvements, must certify that these improvements are located 
in a defined urban renewal area for which an application for a plan- 
ning advance has been approved. In addition, the timing of their 
construction must be geared to such approval. The effect of this 
requirement often places undue pressure on the community to con- 
centrate its capital expenditures in an urban renewal area to the detri- 
ment of a planned program. On the other hand, it often prevents 
deserved credit being given to a community for improvements that 
are slightly out of step with the time schedule of the renewal program. 

The increased tax yield of a totally cleared redevelopment area may 
ullow many cities to put up a substantial share of their one-third con- 
tribution in the form of a cash grant. However, a rehabilitation or 
conservation area will not return so noticeable an increase in taxes, 
Therefore, maximum credit is needed by the city for site improvements 
and supporting facilities as noncash grants-in-aid to make possible its 
continued participation in programs of this nature. 

Under the present restrictive policies, many cities are likely to find 
that they cannot afford both an adequate city-wide program of public 
improvements and a comprehensive urban renewal program. 

Consideration should be given to amending the present law to pro- 
vide that prior approval be given to any eligible public improvement, 
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on the strength of a statement by the municipality that the improve- 
ment lies within, or serves, a slum or blighted area, and that it is the 
city’s intention within 5 years to file application for an urban renewal 
survey and planning advance for that area. 


2. RELOCATION OF DISPLACED FAMILIES 


Congress has recognized this as a primary requirement. We appre- 
ciate the wisdom of that policy. However, it is still one of the biggest 
obstacles to the local redevelopment program. The Rains Subcom- 
mittee’s admonition that Federal authorities exercise increased vigi- 
lance in this respect is understandable in view of some regretable 
relocation occurrences. However, if this policy is to be followed, the 
tools provided by Congress must be made still more usable. 

I refer both to the public housing program, and to sections 220 and 
221, setting up special FHA mortgage insurance inducements to pri- 
vate sponsorship of rehabilitation and relocation housing. 


A. Public housing 


Thanks to the cumulative effect of a State-aided public housing 
program, we and some other New York State communities have less 
of a problem with respect to further public housing than cities in other 
parts of the country. However, the American Municipal Association 
recommends that Congress return to the goals established in the Hous- 
ing Act of 1949, namely, a total public housing program of 810,000 
units. 

Even in Syracuse, we are still baffled by the problems of finding 
feasible sites, of maintaining low income rentals, and of housing large 
families and “problem” families. 

The Federal highway program will increase the problem of relocat- 
ing displaced families. Congress was wise in making such families 
eligible for the benefits of the Housing Act. 

In developing public housing projects, every effort should be made 
to encourage construction of smaller projects on scattered sites, as we 
are trying to do in Syracuse. 

This policy has a number of advantages. It avoids the institutional 
atmosphere of the conventional public housing development. It in- 
sures better integration of public housing families into the total life 
of the community, and more evenly distributes the burden on schools 
and other public facilities. 

One of the most pressing problems in most communities is the provi- 
sion of adequate housing for the aged. Large numbers of our older 
folks are forced by circumstances to live in slums and blighted areas 
due to their meager income and savings. To date, no specific program 
has been developed to meet this need. 

The American Municipal Association endorses the provisions of 
section 501 (m) of the Rains bill (H. R. 10157) which provides for the 
construction of 10,000 units of low-cost public housing for the aged in 
each of the next 3 years. 

We in Syracuse have pioneered in providing special housing for the 
aging within the framework of the existing Housing Act. We favor 
the proposed amendment which would permit admission of aged single 
persons to such projects. 

On behalf of other—and especially smaller—cities, we urge that the 
workable program requirement should not again be made a prerequi- 
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site to participation in the public housing program. The workable 
program concept makes sense; but it seems unfair to place an admin- 
istrative block in the path of those communities which need public 
housing but are unable to develop a workable program overnight. 

I have mentioned earlier that one of our most difficult relocation 
problems is that of problem families whose low living standards or 
domestic status make them ineligible for existing public projects. I 
endorse the recommendations made earlier on behalf of the American 
Municipal Association by Mayor Lee of New Haven, Conn., that more 
liberal provisions be made for retention of social workers on housing 
project staffs. There appears to be no easy or wholesale solution to 
this problem. It must be handled by the slow, tedious casework ap- 
proach, family by family. Privately financed social agencies should 
not be expected to carry the entire burden. 

B. Private enterprise housing (secs. 220 and 221) 

We reiterate previous recommendations for liberalization of sections 
220 and 221 to make them more workable. More than this, we urge a 
change of attitude or spirit, if you will, to make the Federal Housing 
Administration aware that there is still a pressing need for rental 
housing in many cities, and to make possible the programs of renewal 
aud rehabilitation. The mortgage amounts of section 221 are un- 
realistic in the light of today’s building costs. We endorse earlier 
recommendations that section 221 be amended to provide 100 percent 
loans to families displaced by renewal activities; that the maximum 
mortgage amount be increased to $10,000 for high cost areas; and that 
the maximum loan maturity be extended to forty years. 


3. PROBLEM OF THE LOCAL SHARE 


We respectfully submit that even the two-thirds contribution by the 
Federal Government is not large enough, if the typical community is 
to embark on an effective urban renewal program. My city is in an 
enviable financial position as compared with many other municipali- 
ties. We are on the verge of wiping out our bonded indebtedness. 
However, even so, we are perplexed by the problem of raising our local 
share. It may have to be done at the expense of many other badly 
needed public improvements. <A liberal bonding leeway does not alter 
the fact that, if a city takes on too much new debt, it may face heavy 
tax increases to carry that debt. ’ 

The local financial outlay required by the “workable program” is 
greater than is generally realized. Desirable as is this evidence of 
local responsibility, it cannot be carried out without heavy increases 
in the local operating budget. For example, we have doubled our 
Bureau of Building budget, and are still merely “scratching the sur- 
face” of citywide code enforcement. 


4. DELAYS RESULTING FROM REDTAPE AND LACK OF ADEQUATE URA STAFF 
FOR PROCESSING OF APPLICATIONS 


One criticism frequently aired in AMA circles is the inability of 
municipal officials to get prompt and authoritative decisions from the 
regional office of the agency. 


77603—-56——_14 
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We in Syracuse have received fine cooperation from our regional 
office and its field representatives. However, we cannot but observe 
the problems under which its staff members operate. 

On the other hand, they, too, are victims of the voluminous require- 
ments. At times, when major changes in the procedural manual have 
just been made—it has been a case of the “blind leading the blind,” 
until interpretations could be secured from Washington. 

On the other hand, the very decentralization which was designed to 
bring the Federal agency closer to the local public agency has some- 
times operated to slow up processing. This may be due to the fact 
that delegation of authority to the regional office has not gone far 
enough, and that the central staff is still attempting to review the 
complete “application” package. Regional staff members who might 
otherwise cut red tape to get a local program underway are deterred 
by the prospect that their “opposite number” in Washington may 
criticize them for laxity. 

This observation is not intended as censure of the Administrator and 
the fine personnel who make up his central staff. They carry an 
immense responsibility for administration of a gigantic program. 
They are answerable to the Congress for wise expenditure of public 
funds. 

We commend to the Congress, and to the HHFA, the conclusion 
reached at the Conference on Uurban Redevelopment in July 1949, 
sponsored by the Public Administration Clearing House with cooper 
ation of the American Municipal Association, National Association of 
Housing Officials, American Society of Planning Officials, and the 
Urban Redevelopment Study. The excellent report of this conference 
comments : 


It is a mistake to assume that local agencies in this program will, naturally and 
inevitably, be opposed or at least indifferent to the careful use of Federal funds. 

We urge that HHFA be given a sufficient appropriation to enable it 
to secure and retain an adequate staff. We submit that one of the 
surest ways to strangle a program is to arbitrarily reduce its staff 
appropriation in the name of economy. Urban renewal is big busi- 
ness. It is good business to staff its administration adequately. 

We in Syracuse are painfully aware that every week’s delay in proc- 
essing of an application threatens further increases in the cost of land 
acquisition, and in construction costs for potential redevelopers which 
may be reffected in larger writedowns from gross to net project cost. 
Both the Federal and local government must absorb this loss. 

In behalf of the American Municipal Association, and myself, may 
I express our deep appreciation to you for giving us this opportunity 
to present our views on this important legislation. 

The CHarrman. Mr. Mayor, how essential is the low-rent public- 
housing program in connection with the urban redevelopment and 
slum clearance ? 

Mr. Mrap. I think it is most essential because in any redevelopment 
program of the kind contemplated by this legislation, there is bound 
to be a serious relocation problem involved. We find in our city that 
approximately 40 to 50 percent of the people displaced by not only 
clearance projects but also an expressway or highway project, there 
are about 40 to 50 percent of the people displaced in the low-income 
brackets. I think it is most important. 
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The CuarrMan. How many low-rent public housing units are there 
there in Syracuse ¢ 

Mr. Mean. We have roughly about 1,200. 

The Cuarrman. That is the provision in the law that excites the 
most violent opposition. 

Mr. Meap. I realize that is so. I might say, sir, in Syracue I think 
that we are fast reaching the saturation point on additional public 
housing, but that is not “necessarily so in some of the larger cities 
throughout the country. 

The Carman. Slum clearance and urban redevelopment increases 
the income of the city and reduces the expense very materially, doesn’t 
it, of the city government ? 

Mr. Meap. I think it does except in the so-called conservation and 
rehabilitation areas. There we don’t increase the tax yield too sub- 
stantially. 

The Cuarrman. Mr. Rains? 

Mr. Ratns. Mr. Mayor, I don’t have any questions except to make 
the observation that I think you have a very outstanding and fine state- 
ment and that you ssetaied tt extremely well. 

I want to compliment you, and the city of Syracue, and also the 
AMA for the stand they take. 

Mr. Meap. Thank you, sir. 

Mr. Ratns. I was pleased to note that you cite favorably a number 
of recommendations of the subcommittee, which has given long and 
painstaking study to some of the very problems that you are talking 
about in your urban renewal and relocation, and so forth. 

It seems to me that one of the great problems facing the cities of 
America is well stated by you in saying that if we don’t somehow or 
other root out the blight, the blight is going to uproot our cities. 
Isn’t that about the truth? 

Mr. Meap. No question but what you are absolutely correct on that, 
sir. 

Mr. Ratrns. I should know, but what size city is Syracuse? 

Mr. Meap. The last census we were 220,000. 

Mr. Ratrns. Is the major part of your slum area inside the center 
of the city ? 

Mr. Meap. It ranges the central business district pretty much. 

Mr. Ratns. It is a paradox almost that the very land inside cities 
like yours and Philadelphia, New York—all the great cities of the 
country—that the very land upon which those slums exist and which 
people barely exist in them could be and should be and is, as a matter 
of fact, the most expensive land in your city, isn’t it? 

Mr. Mean. That is right. Yes, sir. 

Mr. Rarns. I want to compliment you, Mr. Mayor, and tell you that 
I think this committee is aware of the problem and that we want to 
work with the municipal officials of America in trying to do something 
about it. 

Thank you very much. 

Mr. Meap. Thank you. 

The Cuatrman. Are there any further questions? 

Mr. Tatie. Mr. Chairman—— 

The Cuatrman. Dr. Talle. 
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Mr. Taiz. Mr. Mead, what is the cause of this blighted situation 
in Syracuse ? 

Mr. Meap. As I stated, I think in Syracuse much of it comes from 
mixed use. We find that the commercial redevelopment is building up 
in the so-called blighted areas. I think that is one of the causes. 

The other cause is just plain old wornout housing accommodations. 
We think that much can be accomplished by a rigid code enforcement 
and rehabilitating many of those neighborhoods. 

Mr. Tatxe. That was the though that was in my mind. 

From page 5 of your statement I quote: 

Even in Syracuse we are still baffled by the problems of finding feasible sites, 
of maintaining low-income rentals, and of housing large families and problem 


families. 

I am wondering what the Federal Government can and properly 
should do about that. 

Mr. Meap. I am sorry, I didn’t get your question. 

Mr. Tatie. I am wondering what the Federal Government should 
be expected to do about a situation like that in an American city. 

Mr. Meap. I don’t think the Federal Government can do too much 
about it. I think it is a matter of educating the people. We find 
serious neighborhood opposition to the location of some of these public 
housing projects in the better residential areas of our city. 

Mr. Tatie. Thank you, Mr. Mayor. That is all, Mr. Chairman. 

The Cnamman. Are there further questions? 

Mr. Barrerr. Yes, Mr. Chairman. 

The Cuatrman. Mr. Barrett. 

Mr. Barretrr. Mr. Chairman, I have many questions I would like 
to ask Mayor Mead, but time is growing late and the House is going 
to meet at 11 o’clock, and we have the mayor of Philadelphia here. 
I was hoping that the committee might give him an opportunity to 
be heard so he can go back to his very busy desk. 

The CuatrMan. Well, if there are no further questions, Mr. Mayor, 
I think you have made a very excellent statement 

Mr. Wipnatu. Mr. Chairman. 

The Cuatrman. Mr. Widnall. 

Mr. Wipna.t. I would like to ask two questions, Mr. Chairman. 

I know that this statement is made on behalf of the American Mu- 
nicipal Association. I wonder whether you were in possession of any 
facts as to the number of cities that have been blocked in their efforts 
to go ahead on public housing projects because of the workable pro- 
gram requirement. 

Mr. Meap. No. I can’t tell you definitely how many. I understand 
there are some, though. 

Mr. Wrpnaut. I know the general allegation is made, but I have 
never seen it pinned down to any particular number or the actual 
reason shown as to why a muncipality couldn’t provide a program at 
the present time. 

Would it be possible for your association to furnish us with facts? 

Mr. Mean. I would think it possible. I would say that perhaps that 
would be true in the smaller cities particularly. I think that most of 
the larger cities would have no difficulty with the workable program. 

Mr. Wipnat. I would appreciate something being inserted in the 
record. 
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Mr. Meap. I shall attempt to do that. 

(The information requested has not been supplied.) 

Mr. Wipnatt. The other question is in connection with the paying 
off of your bonded indebtedness in Syracuse, and I know several other 
cities are probably in the same position. 

Isn’t it true your municipality can sell tax exempt bonds and prob- 
ably because of the financial position it finds itself in pay about 2.4 
percent ¢ j 

Mr. Mean. Yes, I would think so. 

Mr. Wipnatu. Actually, the Federal Government on its financing 
is paying around 3 percent and we are pushing the limit of our bonded 
indebtedness, so that municipalities are in a position to borrow on a 
more favorable basis than we are. 

Mr. Meap. That is so. Many of those bond issues have to be sub- 
mitted under our charter to local referendum. 

Mr. Wipnatt. I understand. We are pushing the limit of bonded 
indebtedness, paying more while others can borrow on a more favorable 
basis. 

Mr. Mean. I think that is absolutely so. 

Mr. Winat. You have made a fine statement. 

Mr. Mean. Thank you. 

The Cuarrman. We thank you, Mr. Mayor. We need the advice of 
public servants like yourself. We are glad to have your views, and I 
know they will be considered. 

Call the next witness, Mr. Clerk. 

The Cuerx. The next witness is the Honorable Richard Dilworth, 
mayor of Philadelphia. 

The Cuarrman. The House will be in session in a little while. 

Mr. Barrerr. Mr. Chairman. 

The Cuarirman. I hope we can finish with the mayor before the bell 
rings for us to come over there. 

Mr. Barrett. Mr. Chairman, I would like to welcome the mayor of 
Philadelphia to our committee, and have him introduced to the mem- 
bers. I would like to introduce him, Mr. Chairman, with three 
greats: He comes from a great city; he is a great mayor because he 
crosses the borderline in the welfare of everybody concerned in the 
city of Philadelphia, and when I speak of the borderline, I mean the 
political borderline; and he has done a great job in the 5 months that 
he has been mayor in eradicating the blights and the chiseling of the 
racketeer landlords in the city of Philadelphia. 

Mr. Kirsurn. You also have a great Member of Congress, Mr. 
Mayor. 

The CuatrMaAn. We are very glad to have you, Mr. Mayor. We 
may say you are well represented in the Congress of the United States 
by your able representative on this committee. 


STATEMENT OF HON. RICHARDSON DILWORTH, MAYOR OF 
PHILADELPHIA, PA. 


Mr. Ditwortn. Thank you, sir. I appreciate it a great deal. 

I was a little worried when I started. I thought maybe he mis- 
counted, and I was up for reelection already. 

Mr. Mumma. You could let a Pennsylvania Republican get in a little 
bit of this greeting. 
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Mr. Ditworrn. There being little time, and Mayor Mead having 
covered the subject so well, I would like to hit the highlights because 
we have a fairly lengthy statement. 

The Cuamrman. You may proceed as you please, Mr. Mayor. You 
may incorporate your statement in the record and comment on it, as 
you desire. 

Mr. Ditwortu. I think if I might start with this, the question was 
asked about how essential is public housing. In a city like Phila- 
delphia, which is of course a very old city, and we have to emphasize 
for years and years there was tremendous neglect—as recently as 1941, 
a city administration turned down a $20 million grant for public 
housing from the Federal Government. The result was we have not 
only been very late in starting, we had a bad situation with which to 
start. 

Being an old city, narrow streets, many many old homes, we today 
have 15,000 homes in the city that have no plumbing facilities, no 
running water, no electric lights. It is an amazing situation for a 
great American city. 

We have in the city 70,000 units that are not merely substandard, 
that are actually slums, and we define slums as unfit for human habita- 
tion, in which we have 300,000 people living. So that even if the Fed- 
eral Government—we figure and we have had really excellent civic 
organizations that have made complete surveys of the situation, and it 
is agreed that to clear up our situation, that is, to abolish all slums in 
the city of Philadelphia, and substitute for them the housing necessary, 
would cost between $600 million and $750 million and we are acutely 
aware of the fact if we don’t take care of that problem, the city is going 
to suffer very badly just at a time when we have tremendous potenti- 
ality for industrial development, so that the public housing is essential, 
because I think in big cities such as ours, it has been the universal 
experience that when you tear down a slum, anywhere from half to a 
quarter of the people have to be relocated or you simply compound the 
slum if you try to put them all right back in that same area. We do 
meet very bitter resistance to public housing. 

At the present time we have selected 21 public housing sites which 
scattered them in every section of the city to be absolutely fair. The 
citizens think we are being absolutely unfair. We are going through 
a very rugged session of citizen objection to the location of public 
housing units, although we have kept them all small, none over 200, 
some as low as 20 units. 

We will fight it through. Weare convinced we need them. We have 
the support of the civic organizations and the newspapers, and I think 
we can put it through. 

I think there is also a feeling and a very legitimate one that maybe 
the cities don’t make all the effort that they should. Philadelphia 
does have a bonded indebtedness of about $580 million, a good deal of 
which has been spent for these very sort of things. We are within $25 
million of our total borrowing capacity in the city as laid out by our 
charter, so that we are right up against the wall as far as borrowing 

oes. 
: I think most of the large cities are in that similar situation, so that 
that is what we are faced with. 

I think we all realize that there has got to be a decentralization of 
the great cities, but if it goes on the way it is going on now, the subur- 
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ban counties, at least in our area, certainly are not acutely aware of it, 
I don’t think as yet, of the overall problem that we all have to work 
together. 

Possibly one of the reasons for that is we are allowed to assess a 
wage tax on everybody who works in the city of Philadelphia, which 
has caused enormous resentment among the inhabitants of the out- 
lying counties, although if they didn’t pay it, we wouldn’t be able to 
keep the city up, so it would be the kind of city they would work and 
play and make their money in. 

Those are some of the tremendous problems that we have. 

Specifically, sir, we believe that the requirement of $1 of local funds 
for each $2 of Federal aid should be changed. We believe it should 
be about 4 to 1 instead of 2 to 1, and that that would be a fair and 
reasonable allocation. 

In Philadelphia, we have at present used up a great part of the 
areas that we can use as credits, but we are right up to See on our 
work. In other words, we have gotten $30 million authorized, only 
8 actually appropriated, but we are actually ahead of the Government. 

In other words, we could use this year more than twice as much 
money as is available to us, and we have actually condemned 413 
acres of land in our city, and in that connection, I would like to bring 
this out: 

I think when you get the proper government atmosphere in a city 
where the people of the city believe that the city government is really 
interested in the problem and intends to clean up the blighted areas 
and doing something about it, when they see the Federal Government 
taking the steps—and I think we all realize no city, particularly in 
Pennsylvania, has the taxing power necessary to do it, in addition 
to which the State of Pennsylvania has, I regret to say, never appro- 
priated a dime for public housing or slum clearance, so the cities have 
to bear the responsibility entirely themselves—that when the people 
of the city realize that the administration itself is intensely interested 
and will do all that it can, and we are today putting up more than 
10 percent of our annual budget specifically for the curing of urban 
blight, slums, relocation and all that, we are putting $17 million a year 
into that pot, which is quite a strain on us, that you get great help 
from the citizens, and whereas on paper you look at it, every year 
we have 5,000 units sinking into slum condition, due to the multitude of 
old houses we have. 

You see, we are literally a city of homes there. We have 600,000 
homeowners in the city of Philadelphia, and all too many of them are 
very old. We are only renewing at the rate of about 2,000, which 
looks as though we are losing the fight every year, but we actually 
aren’t. 

That is why we need Federal aid so much more badly, because the 
cities, I am convinced, when they have the proper climate, as I say, 
do a tremendous amount to pull themselves up by their own bootstraps. 
Civic organizations, such as the chamber of commerce, have started 
a clean-up, paint-up, fix-up campaign which actually results in the 
rehabilitation of some 400 of our 10,000 blocks in our city, and we 
have very big blocks in the city of Philadelphia. 

Those, of course, are mostly 1-family homes or at the most occupied 
by 3 families, but what has been done in those 400 blocks in a period 
of 4 years is perfectly astonishing. 
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Right within 3 blocks of where we ourselves live, in the center of 
the city, 6 years ago were the worst slum conditions I have ever seen ; 
little old boxlike houses which a hundred years ago had been houses 
in which people of reasonable means lived, had become so bad that 
a third of them were actually abandoned. You couldn’t even get 
slum dwellers to live in them. Today 8 of those blocks have been 
completely rehabilitated and are occupied very largely by sort of pro- 
fessional people, young doctors, young dentists, professors, teachers, 
people of that kind, and that are in an income category of from 5 to 
8 or 9 thousand dollars a year. 

That has been done by private organizations in the city, with the 
help and encouragement of the city, the help of an office like our 
developer of housing coordination, Mr. Rafsky, who has done an 
extraordinary job of bringing all of these things together. 

So that these are the problems with which we are faced. 

As I say, we think that it is important that the Federal Govern- 
ment put in, instead of 6624 percent, put in 75 and 80 percent for the 
slum clearance projects. 

We also believe that there should be a greater allocation. At the 
present time, as I understand it, it is only 10 percent of the money 
that can go to any one State with a leeway of $70 million. We believe 
that that should be upped and that the recommendation of President 
Eisenhower’s Advisory Committee that one-third of all the sums be 
made available to special circumstances should be taken into con- 
sideration, because there is no doubt that you cannot divide up your 
urban blight problem simply by population or by States, and that if it 
was done on a one-third basis, it would be fairer to every community. 

We also believe that it is important that the goal to be set be the 
$2 billion rather than the $1 billion goal, and that we get back to the 
1949 standard of 200,000 units. 

Of course the Rains bill provides, as I understand it, for 50,000 
units a year for 3 years, but we believe that even that is very con- 
siderably below the goal at which we should shoot. 

Now, there are certain specific things which I think we can touch 
upon briefly: 

Mayor Mead touched on some of the problems of actually straight- 
ening administrative procedures out. We have found, just as he has, 
that all of the Federal housing agencies are conscientious; want to 
cooperate with us in every way possible, but there is an enormous 
amount of redtape still involved, and we have two specific examples, 
one a very important project which we call the East Poplar project, 
another an important project called the North Triange project. 

We have been waiting almost 2 years for approval, with the result 
we have lost some of the private developers who were interested, and 
it makes it very difficult to get private developers interested and to 
hold them in once you get them in when there is such a long delay, 
because of course in their own private developments they are accus- 
tomed to closing up a deal within 60 to 90 days, and they can’t figure 
why they have to wait 2 years for these kinds of things. 

We also think that it is extremely important that the terms of the 
FHA home improvement loan insurance be liberalized and that it 
not merely be optional but actually simply be flatly provided that 
those loans can go to 5 years. 
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We believe from talking—and some of our big banks have been 
very helpful in this field and have been very civic minded—they feel 
very strongly if there is the mandatory 5-year provision instead of 
the present 3-year provision, they can tr So y increase the loans 
that. they make, and as a result have that much greater citizen par- 
ticipation. 

We also think it is very important to help the middle-income resi- 
dents. I know it is always necessary to define that, because I think 
every city has a different idea of what is your middle-income resi- 
dents. We figure them in people from $3,500 to $5,500 a year. 

In our opinion, if we can give more help to those people in financing, 
relocation for them, financing their own homes and their own improve- 
ments, we will go that much further and that much faster in improving 
areas. 

Again, if I could disgress for 1 moment as to what it means to have 
the Government come into areas, the Federal Gov ernment, and the 
State, of course, have given us great help in the last 5 years in rede- 
veloping our whole Independence Hall area. We are not only going 
to have a wonderful mall there, they are going to move 5 or 6 blocks 
to the east toward the Delaware River and restore a lot of the fine old 
buildings there. 

That was at one time known as the Society Hill section of Phila- 
delphia, and back in colonial days that is where the people lived, and 
those homes were so well built 100 or 150 years ago th: at most of them 
are still structurally sound, but are now in very, very bad shape, but 
the fact that the Government is coming in there and doing that has 
led to a remarkable revival of that whole area, 

We are going to have two very fine apartment hotels go up in that 
area; we are restoring some of the historical landmarks ourselves. 

That has interested many, many people at every level, and in coming 
back into that area. 

Those old slum houses are now being sold at the rate of close to 
10 a week, to people who are taking them, either for their own occu- 
pancy, or ‘to devele » them into nice apartments for younger married 
couples, in the low-income brackets, or for professional people, people 
of that kind, so we believe in the next 4 or 5 years that an area about 
1 square mile, thanks to the Federal and State Government coming 
in and doing what they are doing for Independence Hall and that 
whole area, will have made it possible for the city, without too great 
an expenditure on its own part, to actually restore one of the most 
attractive sections that the city ever had. 

I think it shows how much it means to our community to have 
liberalization both of the FHA loans and provisions whereby middle- 
income families can better finance rehabilitation of their house. 

We of course do feel, as I think everybody feels, that section 220 
has not been workable, and that that should be liberalized so that we 

can get—so that people really can take advantage of section 220 and 
make some real use of it. That is section 220 of the FHA. We be- 
lieve that if that can be worked out so that you would only have to 
have about a 214 percent downpayment, and so that it would run 
for about 12 years, that we could do really effective work in that area. 

Also, we believe that another trouble has been in the local agencies, 

and that is not their fault. We believe it is the policy that has been 
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laid down, that they fix too high a standard for the neighborhoods 
that they are willing to go into. We have a neighborhood now that Mr. 
Rafsky laid out that is sort of a test area in which we are going in 
under our new housing code, and we have an excellent new housing 
code, in which we are trying to bring these houses up to standards, and 
also trying to get loans for them. We may have had very good co- 
operation from the banks. The difficulty has been that the Federa 
Government considered that this was such a depressed area, although 
we think that it is possible to rehabilitate it, we have been able to get 
little or no help hon the Federal agencies on the loans that are 
necessary to really carry out the kind of rehabilitation we had in mind. 

The result is that at the end of almost 2 years of that work, we still 
haven’t made anything like the progress that we thought we ought to 
be able to make. 

The same thing is true of section 213 of the program for FHA mort- 
gage insurance on cooperative housing, and finally, because I know it is 
getting near the end of your time, we are very heartily in favor of that 
part of the program that will make possible housing for our senior 
citizens. I think all of us are becoming very aware of the problem of 
our senior citizens, and there is no more important problem at the 
present time. 

It is almost impossible to take care of them. 

Finally, if I may end with this, a matter in which Congressman Bar- 
rett and all of us are very interested, a specific matter, and that is the 
question of housing that was originally defense department housing 
for the use of the Navy, known as the Passyunk Homes. We are very 
anxious that that should be turned over to the Philadelphia Housing 
Authority for use as low-rent housing. 

Now, I know agreements have been made with the cities and some- 
times they haven’t been lived up to on this type of housing. We want 
to point out that we have very rigidly lived up to that. Defense hous- 
ing that was turned over to us, units that had no business any longer 
existing, we have destroyed to the number of 2,700. We have put in 
good shape 1,400 other units so that part of the temporary housing 
that should have been destroyed we have destroyed. We have only 
preserved what should be preserved. 

These Passyunk houses, which involve about 900 units really, are 
essential to us in that part of the city. We do hope they are going to 
be turned over to the Philadelphia Housing Authority, which will give 
us a grand total of about 12,500 units that we will be operating. 

I imagine that time has now come for adjournment, so I had better 
cease. 

The Cuatrman. Thank you very much, Mr. Mayor, for your splen- 
did statement. 

(The full statement follows :) 


STATEMENT OF HON. RICHARDSON DILWORTH, MAYoR OF PHILADELPHIA, PA. 


It is naturally a privilege as the mayor of one of our oldest cities to appear 
here today. The fact that Philadelphia is one of the oldest cities in the United 
States means that the city has an extremely serious problem of inadequate 
housing, or to put it more bluntly, slums. 

I am here today not only as the mayor of Philadelphia, but also to speak for 
the American Municipal Association. The problem of housing is, of course, not 
peculiar to large cities, although its proportions, particularly in our older, 
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larger cities, are more Overwhelming than in the smaller cities. Housing is a 
problem common to cities of all sizes, shapes, and descriptions throughout the 
country. It is significant, I think, that the AMA, representing those cities, has 
felt keenly enough on the issue to send not one but two spokesmen to testify 
before you. Between us, Mayor Mead of Syracuse and I can give you quite a 
representative view of the problem common to AMA cities. 

Philadelphia is an example of the struggle at the local level to attack the 
housing problem on all fronts. We are hopeful that Congress will make a 
similar attack on the problem of housing. 

The 1954 legislation took a partial step in that direction. But, after nearly 
2 years of experience under that legislation, certain gaps in the program stand 
out—some foreseeable when the legislation was passed, some not. 

The administration bill pending (H. R. 9537) would make certain improve- 
ments and we welcome them. Congressman Rains’ bill (H. R. 10157) goes 
even further toward a realistic program. It contains authorization for activity 
on a somewhat larger scale and thereby recognizes that the scope of the program 
must be vast if it is to be effective. 

Unpleasant as it is to be in the position of demanding more, the facts make 
it clear that neither bill goes far enough. It is not alone a question of the size 
of the program. Even if the advances proposed in both the pending bills were 
enacted into law, there would still be gaps in the program’s coverage of the 
housing problem. 


Urban Renewal 


More than anything else, our experience in Philadelphia has taught us the 
importance of timing in the field of urban renewal. It is important for humani- 
tarian reasons. It is also important for practical reasons. If we proceed too 
slowly, we lag behind the spread of blight—increasing the long-run size of the 
problem and offering little hope for the salvation of our cities. 

Timing thus involves the total cost over the long pull. But, it is equally 
bound up with the amount of expenditures in the short run. Let me illustrate 
by recommendations which we believe shollld be incorporated into the lew legis- 
lation : 

1. The requirement for $1 of local funds for each $2 of Federal aid should 
be changed to permit a larger share of project costs to be borne by the Federal 
Government. The administration bill would permit nonpayment or payment in 
lieu of taxes to be counted as local contributions. But resources available to 
localities are so limited in terms of their needs—and I refer to both small cities 
with small budgets and large cities with large problems—that an actual change 
in the 24-14 formula seems called for. 

We believe the formula should be an 80-percent Federal contribution. We 
strongly advocate the use of this more reasonable ratio, which would make pos- 
sible a speeding up of the whole program. 

2. The formula for allocations—10 percent of the total authorization with 
a leeway amounting to $70 million—should be loosened to permit a higher pro- 
portion to go to individual States. Blight is certainly more heavily concentrated 
than this formula suggests. 

Allocations should be based on the size of the problem faced, and especially 
should it be possible for cities which are ready and willing to forge ahead at a 
rapid rate to do so—even if they are concentrated in the same State. President 
EKisenhower’s Advisory Committee on Housing recognized this point and recom- 
mended making one-third of all capital-grant funds specifically available to those 
cities showing the highest level of performance in attacking urban decay. 

3. If the program can be speeded up in the above ways, the Federal Govern- 
ment should also allocate a far larger total sum to the effort to conquer blight 
than is presently on the books. We now know from first-hand experience how 
expensive it is to get rid of slums, and the $1 billion presently authorized (in- 
cluding the discretionary $100 million) will not go far when spread over the 
entire country. Such aid is an investment in the Nation’s future—our people as 
well as our physical and financial condition. It should be appropriated in an 
amount which bears some relation to the size of the job to be done. The Rains 
proposal to raise the authorization to $2 billion by 1957 is therefore extremely 
important, and I strongly urge its enactment. The long-run cost will be far 
higher than $2 billion, of course. But doubling the amount now will double the 
size of the dent we can make in the problem right away and thereby give us 
a greater start toward its solution. 
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4. It is vital to the effective carrying out of our attempts at urban renewal 
to be able to plan and program them long range. 

It was once possible for a city to have funds reserved for it in advance of 
project development. This is no longer the case, and cities which attempt to 
develop a long-term program of blight elimination are faced with the fact that 
they can obtain Federal funds only on a project-by-project basis. In spite of the 
Congress’ emphasis that city action should be put on a well-rounded compre- 
hensive basis, this practice continues. It seems clear that only legislative action 
will correct this administrative shortcoming. 

At a minimum, allocations could well be tied in with such long-range city 
commitments as the capital improvement program. Philadelphia’s 6-year capital 
program, for example, is adopted by the city council, and the funds allocated in 
it to the Philadelphia Redevelopment Authority would be a firm basis on which 
to reserve funds for a broad program. 

Before leaving the subject of urban renewal, I should like to mention several 
other points which are a part of this as well as other questions. 

5. Vital to any speeding up of the program is the straightening out of some of 
the administrative snarls, which have contributed to the slow utilization of 
available funds, kept the program’s operation slowed to a snail’s pace, and 
contributed to the general impression that we don’t know how to lick this 
problem. 

We are aware that the administrative delays have resulted from a blend of 
overcautious bureaucracy, understaffing, and the technical complexities of a 
new field. But the Congress could help substantially by recognizing specifical- 
ly that this is basically a local program, that Federal officials should not look 
with suspicion on every small thing that local officials do, that local officials 
are in generel at least as concerned with results as are their Federal counter- 
parts and entitled to be dealt with accordingly. Certainly we recognize there 
must be standards set. But the charters or other basic legislation controlling 
most cities generally take care of some of the more obvious deficiencies of the 
past. 

Recognition of this type would both expedite the program and eliminate a 
wealth of unnecessary and costly paperwork, staff time, etc. 

6. Turning to one of the specific aids available for the slum-prevention part 
of urban renewal, we heartily support the proposal contained in both bills to 
liberalize the terms for FHA home-improvement loan insurance. There is one 
difference between the two bills, however. In H. R,. 9537, the increase in the 
loan’s duration from 3 up to 5 years would be left to administrative discretion. 
Surely the usefulness of longer-term loans—which cut the monthly payments 
and thereby bring home improvements within the range of more families— 
cannot be disputed. Some of Philadelphia’s leading bankers have told me 
that the difference in monthly payments between 3- and 5-year loans is definitely 
enough to make some families newly willing to improve their homes. Surely, 
therefore, this change warrants a clear-cut legislative determination, and I urge 
that the Rains version be approved. 

7. Further, provision for relocation of families displaced by urban renewal 
should be expanded in two ways. 

First of all, as we move gradually into greater consideration of metropolitan 
areas as a cooperative unit rather than as a complex of mutually antipathetical 
entities, one of the most obvious points at which to view the unit as a whole is 
for relocation purposes. I am clearly in sympathy with insistence that ade- 
quate preparation be made for rehousing the occupants of blighted dwellings. 
But I would urge that required relocation plans not be confined to political juris- 
dictions. The rehousing potentialities of the entire metropolitan area should 
be taken into consideration. 

Second, we have got to have a better program of making good relocation 
housing available than we have at present. We must have a sufficient number 
of decent dwellings to offer our low-income slum dwellers. We must have a 
supply to meet the needs of middle-income residents—for it is not only the 
destitute who live in slums. Nor is it only the normal family which is dis- 
placed from blighted areas. In my opinion, all persons in need of help in ob- 
taining good housing should have an opportunity to obtain that help, and I 
would therefore consistently broaden our definition of families to inelude all 
households. In addition, we must make specific provision for assistance by 
trained social workers—assistance in explaining to displaced persons the help 
available and in working with them to adjust to their new environments. 
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Housing supply 


This question leads, of course, to the entire positive side of the coin—the to- 
tal question of insuring that the housing supply will meet the housing need. 
Clearly this is a key question in any effort to step up the rate of action in elimin- 
ating blight—as it is equally a key to prevention of future blight beyond the 
boundaries of even so-called conservation areas. 

1. Having started off with the relocation issue per se, let me comment first 
on the provision worked out specifically to help with the relocation need. Since 
Philadelphia is a high-cost area, we are particularly glad to note the two bills’ 
proposals for revising the terms of section 221 FHA mortgage insurance. The 
increase in mortgage amount, reduction in inital payments, lengthening of mort- 
gage duration—all would make it possible truly to test the adequacy of this 
program. As between the two proposals, the adminstration’s is in general more 
liberal but H. R. 10157 is more so in one or two respects. We would therefore 
favor a combination of the more favorable terms from each. 

We still have some doubt, of course, as to whether the bulk of the displaced 
familes would be able to buy even on these terms. But it should help some of 
them, and at least the revisions would give the program a chance to work if 
it possibly can. 

2. Closely related to both relocation in particular and the urban renewal effort 
in general is the need for better aids to housing rehabilitation. Beyond the 
need for short-term loans lies that for mortgage financing for rehabilitation, 
and here is one of the present program’s major gaps. 

Section 220 FHA mortgage insurance purported to solve this problem. Every 
effort has been made to use this type of insurance—both for new and for rehabili- 
tated housing—but the efforts have been notable by their failure. In 1955, the 
Congress tried to make the program workable for new construction (without 
results to date). But no attempt has been made—then or in the legislation pres- 
ently pending—to rewrite the terms for rehabilitation financing so as to make 
section 220 usable for this purpose. Our own experience indicates that the stand- 
ards set for the insurance are too high—particularly with regard to neighbor- 
hood standards. Here too it would seem that a congressional indication that 
the program was intended to be used, that every last risk need not be taken 
inte account, might help get the program’s potentialities really tested. 

One alternatve way to get at this problem of rehabilitation financing might be, 
however, to tie it in with a middle-income housing program which would pro- 
vide special financing aids for new construction as well. 

3. Going on to the latter question, I cannot state too strongly our belief that 
a program directed at producing an adequate supply of housing for middle- 
income families is a must if any effort at a total approach is made. The prob- 
iem is urgent, and action to solve it is long overdue. 

Neither H. R. 9537 nor H. R. 10157 includes a program directed at this problem, 
although the latter would make some desirable changes in the section 213 pro- 
zvram for FHA mortgage insurance on cooperative housing. Particularly are 
we glad to see the proposal to authorize an increase in the dollar limitations 
where cost levels require it. This could help in areas such as Philadelphia. 

But what is needed is a head-on attack on the problem, in a positive ap- 
proach—something more along the lines of the middle-income housing program 
proposed by Senator Lehman’s bill S. 3158. That proposal deals with the prob- 
lem of availability and cost of financing. The question of building costs would 
remain, of course, and different authorities would approach different facets of 
the financing problem in different ways. But the program has the virtue of 
making an experimental start in an otherwise relatively unexplored field. 
I would recommend its incorporation into the pending legislation, with a special 
supplementary mandate to the Administrator of the FHA to explore other parts 
of the problem and come up with action proposals. 

4. Returning once more to a much more extensively explored field, I would 
like to stress the needs, at least as urgent, of our continuing low-income group. 
And here, let me note at once, is one of the subjects on which the AMA feels 
particularly strongly. 

Of the two bills before you, H. R. 10157 clearly provides a somewhat more 
realistie level for the low-income public-housing program than does the admin- 
istration bill. In the face of the documented need for constructing 200,000 low- 
rent units a year, however, neither that bill’s program of 50,000 units per year 
for 3 years nor H. R. 9537’s provision for 35,000 units per year for 2 years 
can truly be called realistic. 
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This is a program which is as directly based on immediate human need as 
any I can think of. Its size should be based on the magnitude of the need. 
I urge you to return the program to the proportions recognized as needed in 
1949, and authorize 200,000 units a year. 

In addition, I would stress the great desirability of incorporating greater 
flexibility into the program than is presently provided. It would help greatly 
if Congress would instruct the PHA to give local agencies a maximum of discre- 
tion with regard to project size and design, and would clarify their authority 
to acquire housing privately constructed for improvement and use as low-rent 
housing. We in Philadelphia have been working on a new approach to public 
housing—one which would, we feel, eliminate many of the drawbacks for which 
projects have been criticized in the past. We find it hard to have to buck inflexi- 
ble regulations every step of the way. Furthermore, any assessment of housing 
supply in relation to need in cities like Philadelphia points up clearly the neces- 
sity for rehabilitating existing dwellings and making them available to low- 
income families. 

Before leaving the question of the public-housing program, I should also like 
to call to your attention a matter of concern specifically to Philadelphia. This 
is the question of transferring a defense-housing development to the Depart- 
ment of Defense for the use of the Navy. The development in question is 
Passyunk Homes, identified in the list of projects covered by section 406 (a) of 
H. R. 9537 as projects numbered PA-36011 and PA-36012. We urgently recom- 
mend that, as previously agreed to, this development be turned over to the 
Philadelphia Housing Authority for use as low-rent housing. 

On this question, may I call your attention to the fact that Philadelphia 
is the only large city affected by the proposed defense-housing transfers. The 
general need for low-rent housing, is of course, particularly acute in the more 
populous centers, where congestion has led to the worst type of slum conditions 
and large amounts of such housing are needed for relocation purposes. The 
Navy’s need for housing for low-income enlisted personnel in Philadelphia is 
reported to be small, and standard housing is available for rent or sale to higher- 
income enlisted or commissioned Navy families. This situation is reflected in 
the fact that the United States Navy Yard in our city is one of the few which 
is not obtaining constructon of Wherry Act housing. 

Apart from the question of need, the PHA has already entered into an agree- 
ment to transfer Passyunk homes to the Philadelphia Housing Authority, as 
authorized by the Housing Act of 1950. The agreement between the two agencies 
was concluded on June 29, 1953, and called for transfer as of a date to be mutuall) 
ageed upon by the two parties. Between 1954 and the end of 1956, a total 
of 2,575 temporary dwellings will have been torn down. Three other permanent 
war housing developments with a total of 1,400 units (built at about the same 
time as Passyunk homes) have already been transferred to the Authority and 
are in operation on a low-rent basis. We consider the 1953 agreement covering 
this fourth development to be a binding and legal obligation upon both the 
Federal agency and the Philadelphia Authority, and we see no valid reason 
why it should not be carried out. I know that our congressional delegation is 
in accord with us on this question. 

5. A special group which cuts across income lines and which faces a serious 
housing need is the country’s increasing group of senior citizens. Few persons 
would dispute the desirability of treating the aged individual in the same way 
as the family through our housing program, and I would strongly recommend 
that such a provision be made. 

In terms of special provisions for the entire group, I personally feel the 
Rains approach is the more constructive one. This would establish two special 
programs—one providing mortgage insurance for construction or rehabilitation 
of dwellings for all elderly persons and the other providing a special additional 
program of low-cost housing for those in the low-income bracket. Failing such 
action, however, we would certainly support the administration proposals for 
amending the section 207 and public housing programs. 

6. Another group of families which increasingly includes a cross section of 
the market is the minority group. In spite of the voluntary home mortgage 
credit program, this group’s dire need for decent housing is obviously far from 
met. Certainly a very long step would be taken toward solution of this problem 
if the FHA and the VA would require.a nondiscrimination policy for all units 
which they underwrite. 

If we are really serious about solving this problem, we could certainly make 
greater use of FNMA. The advance commitment device has proved a real 
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stimulus to construction in the past. Its use has now been authorized for 
other types of mortgages covered by the “special assistance” category, such as 
sections 220 and 221 insurance. Why should we not also include mortgages 
on homes sold to minority families? 


Organization and operation 

The subjects on which I have not yet touched have assuredly not been “left to 
the end” for lack of importance. They cut across the entire field and are, there- 
fore, of concern to all with responsibilties in this field. 

1. Obviously of importance in this way is the need for statistics and research 
in a great many phases of the housing and urban renewal field. We welcome 
the fact that the administration bill calls attention to this. But I find little 
virtue in reiterating the exising direction that research be carried out without 
providing the funds to carry out that direction. This is what H. R. 9537 would 
do, and I therefore recommend that the proposal be amended to provide for 
funds. 

2. Another key question is that of Federal aid for local public works planning 
and other urban planning. And this is the other item which the AMA wishes 
particularly to call to your attention. 

No one can work long in this field without becoming aware of the importance 
of both types of planning items. It is our opinion that their importance is such 
as to warrant much larger programs than those either existing or advocated by 
the administration. 

In addition, a clause calling for Federal help in acquiring public works sites in 
advance of actual need could be very helpful. Too often municipalities lose out 
by not having sufficient flexibility to tie up land which should be used for com- 
munity facilities before it is put to some other use. 

3. The question of metropolitan problems is another one on which both bills 
are silent. Yet it is an increasingly vital one for the welfare of our great urban- 
ized population. Again I would commend to your attention the proposal made 
in Senator Lehman’s bill, which would establish metropolitan offices of co- 
ordination. Philadelphia has recently recognized the importance of this issue 
by giving consideration to appointment of a city development coordinator—one 
of whose functions would be to work with surrounding jurisdictions on many 
of the very questions being discussed here today. 

Like other cities, Philadelphia has encountered one problem after another 
which does not stop at—and cannot be solved within—the boundaries of its own 
jurisdiction. Our huge Eastwick redevelopment project is a case in point. It 
is immediately adjacent to the Hook Road redevelopment project in Delaware 
County. Though the responsible authorities are cooperating in developing these 
projects, a closer relationship should exist than is presently possible between 
two different political entities. 

The difficulty of solving the metropolitan question through local action is 
abundantly clear. Action at a higher governmental level is called for. Again 
this is virtually an uncharted field but one in which a start is urgently needed. 

4. Finally, I have touched briefly already on the question of administrative 
delays and inadequate organization of responsibility. This problem crops up 
throughout the hierarchy of Washington, the regional offices, and local authority, 
and within and between the various responsible agencies. 

We have previously testified to the need for balancing the authority of different 
agencies—so that the URA, for example, will be on a par with the FHA, or 
the PHA—and of insuring the HHFA adequate and genuine authority to pull all 
the agencies together. Again, no proposal on this score is before your committee. 
But I would like to take this opportunity to state that the creation of a new exec- 
utive department, currently being discussed, could well be the solution to these 
many administrative problems. Certainly the importance of the field warrants 
Cabinet-level status. 

For us, who are witnessing directly—and trying to stop—the decay of Ameri- 
ca’s great urban centers, the sense of urgency, of a daily struggle against time. 
is overwhelming. No halfway measures will succeed. We must have all the 
wt possible, in sufficient quantities. We must carry out the effort on a crash 
Asis, 

Once again may I thank you for the opportunity to present this testimony to 
you. 
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The Cuarrman. You come from a city that is known as the cradle 
of American liberty, and your long experience and fine standing should 
certainly give weight to a voice from that great city. 

We are glad to have your views. I regret now that the House has 
called us to the floor and we will have to go over there. We will have 
to adjourn. 

Mr. Dupworrn. Thank you very much, sir. 

(Whereupon, at 11:10 a. m., the committee adjourned, to reconvene 
ut 10 a.m., Friday, May 11, 1956. ) 
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FRIDAY, MAY 11, 1956 


Howse or RerreseNTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., in the committee room of the House 
Committee on Banking and Currency, Hon. Paul Brown (acting 
chairman) presiding. 

Present: Messrs. Brown (presiding), Rains, O’Hara, Ashley, 
Vanik, Wolcott, Talle, Kilburn, Widnall, Betts, Mumma, McVey, 
Nicholson and Bass. 

Mr. Brown. The committee will come to order. Mr. Clerk, call 
the first witness. 

Mr. Carpon. Mr. Chairman, the first witness is Mr. Ira S. Robbins, 
chairman of the board of the National Housing Conference, Inc. He 
is accompanied by Mr. Edward F. Barry, president of the National 
Housing Conference. 

Mr. Brown. Gentlemen, we are glad to have you with us. You may 
proceed in your own way. 


STATEMENT OF IRA S. ROBBINS, CHAIRMAN OF THE BOARD, 
NATIONAL HOUSING CONFERENCE, INC.; ACCOMPANIED BY 
EDWARD F. BARRY, PRESIDENT, NATIONAL HOUSING CON- 
FERENCE, INC. 


Mr. Rossrns. Mr. Chairman, and members of the committee, may 
I thank the committee for this opportunity to express the views of the 
National Housing Conference on basic housing legislation presently 
before you. 

My name is Ira S. Robbins. I am chairman of the board of direc- 
tors of the National Housing Conference. For 11 years I served as a 
housing official of New York State in the administrations of both 
Governor Lehman and Governor Dewey. Iam an attorney and pres- 
ently am executive vice president of the Citizens Housing and Plan- 
ning Council of New York City. Accompanying me today is Mr. 
Edward F. Barry, president of the National Housing Conference, 
chairman of the Memphis Housing Authority, a distinguished attor- 
ney, banker, and civic leader. While I shall present our prepared 
testimony we will both be glad to answer any questions that may be 
directed to us. As chairman of one of the most successful local hous- 
ing authority programs in the country for a great many years, Mr. 
Barry is particularly well qualified to answer questions as to the 
impact of federally aided housing programs on local communities. 

The National Housing Conference is a nonprofit citizens’ organiza- 
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tion. Just 1 month ago it held its 25th annual meeting in this city. 
The organization is supported by memberships and contributions. 

Our organization has appe: wed before this committee to present its 
views on every major housing bill that has been before it since the 
mid-thirties. Our position, Iam sure, is well known. I shall attempt 
to be as brief as possible. Two years ago we presented to this com- 
mittee a study of housing needs. It was predicated completely on 
governmental statistics and showed cone ‘lusively that if the pressing 
housing needs of this country are to be met, if slums are to be elimi- 
nated and displaced families are to be rehoused in proper shelter, a 
construction program of at least 2 million new homes a year is essen- 
tial. The figures that we presented have never been disputed. Fig- 
ures from the 1950 census showed that there were approximately 7 
million substandard homes in the urban metropolitan areas of this 
country that should be demolished at that time. There were approxi- 
mately 2 million additional substandard homes that were subject to 
rehabilitation. That number through obsolescence and overcrowd- 
ing, is growing, not decreasing. Under our present programs, we are 
making no he: adway whatsoever, because the rate of obsolescence and 
deterioration is far greater than any inroads we are making toward 
correcting the situation. There is nothing in the provisions of the 
administration’s program contained in H. R. 9537 that will arrest 
this backward trend. 

We find it of grave public concern, when the administration pre- 
sents a housing program that is deficient both as to economic concepts 
and social objectives. Official spokesmen have made it clear to the 
committees of the Congress that the public housing program recom- 
mended in H. R. 9537 has no relationship whatever to the needs of 
even those low-income families to be displaced by the limited urban 

redevelopment and renewal programs they are recommending. It is, 

they say, based upon the size program they believe the House of Repre- 
sentatives may accept, and then they add something to the effect that 
the total local demand for such programs is not in excess of 35,000 
units a year. It would be difficult to find a responsible mayor of any 
of the several hundred major cities in this country who would agree 
with that statement. Testimony of the American Municipal Associa- 
tion, which represents some 12,000 communities, totally refutes sucli 
conclusions. Our own observations, working with and as part of citi- 
zen organizations throughout the country, lead us to challenge such 
statements. 

There can be no doubt but that the crisis operation that has affected 
public housing for the last 10 years or more has cooled the ardor of 
communities to apply for public housing units, no matter how badly 
they need them. Constant congressional attacks, more often than 
not with crippling legislation on appropriation bills, have made it 
practically fruitless for cities to spend the money, time, and energy 
in preparing applications for Federal aid that is not there. 

The low- rent conse housing program was conceived as requiring 
maximum loca! t was to be a local-Federal partner- 
say The same was true of slum clearance and urban redevelop- 
ment and renewal. Projects, in theory, are locally planned, owned, 
and operated. However, Federal controls have mounted to the point 
where the initiative, imagination, and desire on the part of local olli- 
cials to move ahead, are smothered. Oversupervision and redtape 
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prevail. Any suggested deviation from what Federal officials deter- 
imine to be good for a local community is treated as heresy and vetoed. 
The partnership concept has been destroyed. The Subcommittee on 
Housing of this committee has, in its studies, uncovered this fact 
again and again and reported on it objectively and effectively, with 
particular reference to urban renewal. 

The National Housing Conference wishes to pay tribute to the 
studies, the hard work, “and the effective hearings that have been 
held by your Subcommittee on Housing throughout the country. We 
believe that it has made the finest contributions to the eventual solu- 
tion of the housing problems in this country that any group has 
contributed for many, many years. We look forward to a continua- 
tion of its studies on the high, objective plane on which they have 
been carried out over the last - ye: ur. 

We recognize that getting an overall housing program underway is 
not easy. The acquisition of sites for low-rent ‘public housing projects 
is becoming increasingly difficult. We know that families of minority 
groups are confounded on ever ‘y side when they attempt to secure 
land on which to build their homes. We recognize the tensions that 
sometimes develop over open occupancy. We know that there are no 
easy solutions, But if these problems are ever to be met, we must 
begin with a program that will increase the supply of homes for 

families of all incomes. In public housing, it is incumbent upon 
local housing officials to give first preference to families with the 
greatest housing needs. It is a fact in almost every community in 
this country that minority families are forced to live under the worst 
housing conditions. When we restrict public housing to a mere 35,000 
units or even 50,000 units, we are assuring that public housing that 
's constructed will be occupied largely by minority-group families. 
Instead of alleviating the problem of segregation, we are intensifying 


We recognize that pargpe of urban redevelopment and renewal 
are intensified by the fact that adequate housing does not exist for 
families to be displaced. Experience has shown that approximately 
half of the families to be displaced have incomes so low that they 
can only be rehoused through public housing. Most of the other half 
fall within the middle-income range for which no housing whatever is 
provided. Until these facts are met head on, the urban renewal pro- 
yram will be stopped dead in its tracks after a few pilot projects are 
completed, which are being made possible because of the existence of 
a limited supply of public housing. Any mass displacement of fami- 
lies without proper provision being made for their rehousing can 
only result in forcing these families deeper into existing slums, or 
into doubling up in existing marginal housing, thereby speeding up 
the process of creating new slums. 

One of the most difficult problems in the process of slum clearance 
is the displacement of small businesses for which no adequate compen- 
sation can be made under existing law. We wish to commend Mr. 
O’Hara for the introduction of H. R. 9351 which would take great 
strides toward meeting that problem. We hope sincerely that it will 
be adopted as part of the Housing Act for 1956. 

Ones more, may I point out that the National Housing Conference 
leels strongly that, in order to meet the housing needs of the American 
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people, programs must be devised to stimulate housing production to 
at least 2 million new homes a year. The program that we recom- 
mended last year we believed would be a long step toward achieving 
that objective. We were joined in our recommendations by the AFL- 
CIO and by many public interest organizations. As you know, most 
of our suggestions were embodied in S. 3158, introduced in the Senate 
by Senator Lehman and eight cosponsors, and H. R. 9517 and H. R. 
10296, companion House bills introduced by Mr. Thompson of New 
Jersey and Mr. Davidson, of New York. We feel that what we recom- 
mend is practical of operation, and we believe that a dynamic, non- 
subsidized housing program for families of middle income is essential 
to the economic and social health of our country. 

As for public housing, we have always believed that Senator Taft 
was right in urging a public housing program of about 10 percent of 
new house construction during a given year. We know that 200,000 
units are needed each year if we are in fact to make inroads on the 
demolition of slums and on the problem of rehousing families from 
substandard shelter. We have no illusions as to the immediate pos- 
sibility of the acceptance by the Congress of this total program, but 
we are convinced that when the country knows the facts, the basic con- 
cepts and objectives of that program will be accepted. We are hope- 
ful that many of the features of these measures will be accepted, this 
year, by this committee. 

May I devote the remainder of my remarks primarily to the provi- 
sions of H. R. 10157, introduced by Mr. Rains. We feel that if this 
measure is accepted in large part by this committee and by the House of 
Representatives that progress will have been made in 1956 toward the 
development of a housing program of substance. It is of genuine con- 
cern to us that the whole problem of housing for families of middle 
income is almost totally ignored, and that the public housing program 
is still so restricted that it bears no relationship to the mounting, criti- 
cal housing needs of families of low income. However, within the 
framework of the important provisions it covers, we feel that H. R. 
10157 is a forthright and forward-looking response to the findings of 
your Subcommittee on Housing. 

Title I, amendments to the National Housing Act, are an improve- 
ment over the recommendations submitted in H. R. 9537, as recom- 
mended by the administration. We should hope for their adoption. 
We applaud particularly hope for their adoption. We suelel par- 
ticularly section 104, which would make the cooperative housing pro- 
gram under section 213 a basic, workable part of the FHA program. 
These amendments, coupled with the constructive recommendations 
made in title IT of the bill, dealing with secondary market legislation, 
should remove both the legislative and administrative roadblocks that 
have practically killed the cooperative housing program. Mr. Camp- 
bell, Washington director of the Cooperative League of the United 
States, will testify in detail on the cooperative housing provisions that 
are so essential to the success of that program. We wish to associate 
the National Housing Conference with his testimony, and will not 
repeat the details of his presentation. ; 

We do not oppose section 107, which would liberalize relocation 
housing insurance under section 221. We feel obliged, however, to 
point out that we have grave doubts as to whether or not raising the cost 
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limitations to $9,600 in high-cost areas and to $8,600 in low-cost areas 
will produce housing that families of low income can afford to pur- 
chase, even with the longer amortization and no downpayments, ex- 
cept for $150 closing costs. In 1954 when the program was first pre- 
sented to this committee, Housing Administrator Cole expressed the 
hope that 221 housing would “relieve the pressure on the need for the 
public housing program.” Not a house has been built under the pro- 
gram, not a project approved. With the better financial terms some 
houses may be built for small families. We hope that they are. We 
believe, however, that experience has shown that this program will not 
live up to its advance billing and produce desperately needed homes. 

We are particularly interested in and applaud the recommendations 
made in title I], covering secondary market legislation. We feel 
strongly that the present operations of FNMA have digressed from 
the legislative objectives that led to the creation of FNMA, under its 
revised charter enacted in 1954. Administration spokesmen have 
made it perfectly clear that FNMA operates like any other profit- 
making, business enterprise. As a mixed ownership corporation it 
operates at a profit. It is paying the lowest market price for mort- 
gages and charging a profitmaking level of fees. At the present time, 
in its secondary market operations, FNMA is following the policy of 
making limited amounts of money available—at a price. As presently 
constituted, this program does not provide any support to the market 
since FNMA in its purchases follows the market on down. Actually, 
it has been of assistance primarily to the builders who have been will- 
ing to pay excessive financing costs in order to work themselves out of 
critical cases, where they had acquired the land and undertaken build- 
ing and other commitments. 

The failure of FNMA to make advance commitments, and the total 
ineffectiveness of the special assistance functions have been disturbing 
tous. On February 26, the National Housing Conference presented 
definitive testimony to your Subcommittee on Housing concerning 
FNMA operations. Mr. David L. Krooth, a Washington attorney 
who is a former General Council of both the Public Housing Adminis- 
tration and the Housing and Home Finance Agency, and a former 
president and present board member of the National Housing Con- 
ference, submitted our testimony. For a full statement of our position 
as to the operations of FNMA I would refer you to his testimony. 

I present this brief background only to indicate how thoroughly we 
approve the amendments contained in section 201. It would seem to 
us that the Rains bill meets our basic objections, and we hope that 
section 201 will be adopted. 

Title ITI of H. R. 10157 presents a totally new program to help meet 
the needs of housing for elderly persons. It seems to us that this new 
approach to the growing problem of securing adequate housing for 
our senior citizens merits careful and favorable consideration. It 
obviously is modeled after the college housing loan program. We 
have no way of knowing, of course, the extent to which nonprofit 
corporations would be formed to participate in this program. We 
believe strongly that it would receive a spontaneous approval that 
would startle the country. We are convinced that religious, fraternal, 
and foundation-backed nonprofit corporations would, through this 
machinery, help make a significant contribution toward meeting this 
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very real problem. We urge that title IIT be adopted and congratulate 
Mr. Rains for presenting a program of this kind. 

We are delighted that the administration now favors special pro- 
visions to help provide housing for our elderly citizens. We doubt if 
any substantial amount of housing would be supplied through the 
recommendations in H. R. 9537 for elderly persons of low or middle 
income, but there is a gain in that the problem has been recognized. 

Title IV, slum clearance and urban renewal amendments, as recom- 
mended in H. R. 10157, have our support. We feel that they are neces- 
sary, and meet basic problems that have arisen. Section 401 would 
increase funds for capital grants by an additional $1 billion which are 
essential to the continuation of the program. Section 402 extending 
urban renewal assistance to major disaster areas is necessary and is 
presented in a form to be effective. Sections 403 and 404 are desirable. 

In title IV we urge that a section 405 be added which would make 
it practicable for public-housing projects to be built as integral parts 
of redevelopment projects. An amendment is necessary that would 
permit local contributions in the form of tax exemption, cash or tax 
remission to be accepted in lieu of the one-third local grants-in-aid 
on such projects. As the program presently operates, public housing 
is practically excluded from building on sites cleared through re- 
development. Where it is included, costs of demolition and site clewr- 
ance for reuse are charged to public-housing costs, rather than to slum 
clearance. By giving cities credit for the waiver of taxes as part of 
their contribution, public housing would be able to purchase cleared 
land at its reuse value on the same basis as private redevelopers. It 
rightfully would separate the cost of slum clearance from the cost 
of public housing. That, we are confident, was the intent of this 
committee when it approved the Housing Act of 1949. 

We suggest a section 405 which would read: 

Section 107 of title I of the Housing Act of 1949, as amended, is hereby 
amended by inserting before the period thereof a colon and the following: 
“Provided, That the local contribution in the form of tax exemption, cash, or 
tax remission required by section 10 (h) of the United States Housing. Act of 
1937, as amended, with respect to the low-rent housing project into which such 
land is incorporated shall be accepted in lieu of the local grants-in-aid required 
by this title.” 

We have already expressed our general criticisms of Title V, Public 
Tlousing. In view of the special problems confronting this commit- 
tee, it has our support when weighed against the recommendations 
contained in H. R. 9537. It marks progress toward facing up to the 
housing needs of those low-income families that are displaced through 
urban renewal and other public actions. It will come much closer 
to meeting the needs of these families, if the urban renewal program 
should become effective, than anything that has been approved by 
the Congress for the last 7 years. 

We approve, and urge the adoption of section 502 that would make 
low-rent public housing available to elderly persons, and would au- 
thorize 10,000 additional units annually for a 3-year period. The 
increase in room costs for units for elderly persons as provided in 
the bill is essential. We believe that one further perfecting amend- 
ment is necessary which would waive for an elderly person, as is done 
for veterans, the requirement of the law that he must come from 
substandard shelter. He would, of course, have to meet the income 
requirements of the law. 
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Titles VI, Farm Housing; VII, College Housing; and VIIT, Mil- 
tary Housing; are all favored by the National Housing Conference. 

May I say again, M. Chairman, that we feel that the Subcommittee 
on Housing of this committee has made genuine contributions to the 
achievement of housing progress in this country. We feel that H. R. 
10157 is a good bill. We wish that it went further toward meeting 
the total problem. We hope that it will be approved, and we hope 
too that it will be strengthened to contain realistic programs to meet 
the needs of our country’s middle-income families who are totally 
neglected today, as well as to provide a public-housing program that 
will at least release the approximately 300,000 units still unused but 
authorized in the Housing Act of 1949. 

‘Thank you for this opportunity to express our point of view. We 
know that this committee is a forum dedicated to the public interest, 
and we have great confidence that the results of your deliberations 
will be good for the people of our country. 

Mr. Brown. Mr. Wolcott, do you have any questions ? 

Mr. Wo tcorr. I have no questions. 

Mr. Brown. Mr. Rains? 

Mr. Rarns. Mr. Robbins, I want to congratulate you on a good 
statement. 

Mr. Roserns. Thank you, sir. 

Mr. Rarns. I express the appreciation of the subcommittee for the 
complimentary statements about the hearings of the subcommittee. 
I note, of course, you state that you wish the bill before the committee, 
which the subcommittee recommended, would go further in certain 
phases of the housing program, of which you approve, but that you 
are also aware, as I am and as the subcommittee is, of the practical 
reality of the situation. I appreciate your position in that respect. 

Mr. Brown. Off the record. 

(Discussion otf the record.) 

Mr. Ratns. I do not have many questions, Mr. Robbins. One is 
this section down on page 6. You urge that a new section be added 
which would make it practicable for public-housing projects to be 
built as integral parts of redevelopment projects. I just do not quite 
understand how you mean for that to work and what you have in 
mind. 

Mr. Rogsrns. I am very glad to answer that question, because it is 
of growing importance, Mr. Rains. In many communities, as you 
know, under the urban redevelopment provisions of title I of the 
Housing Act of 1949 the land is sold off at a reduced price to private 
developers for the best economic and social use. When the local pub- 
lic-housing authority purchases land it must pay the full cost of this 
slum area, which is extremely expensive. 

That results in two things. It results in charging the cost of the 
slum clearance, as distinguished from the cost of public housing, to 
public housing. That in turn has another very adverse effect. 

[ am particularly familiar with the situation in New York City, 
for instance, although it is true of large cities in the United States; 
where, as a result of high land costs for public housing, the total 
cost of a public-housing unit is very high, due primarily to the cost 
of the land. The result of that is that there is pressure on the local 
housing officials to pile more families on the land, more than is desir- 
able, in order to get down the average cost per family. 
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What I consider to be a startling example of this situation is a 
project called Douglas houses in the city of New York, where the cost 
of the land and the demolition and the relocation of families before a 
brick is laid is $6,742 per family. Now, that is a figure where in some 
parts of the country you could build a complete house. This is the 
cost before they lay a brick. 

The point of our testimony here is that a public-housing agency 
should not be charged with the cost of clearing slums but should be 
able to buy the land at the same price that a private developer does. 
Therefore, neither the rents will be increased nor the annual contri- 
bution will be increased because of the high land cost, and you will 
not repeat the mistakes of the past in overcrowding land because of 
high land costs. 

Does that answer your question, Mr. Rains? 

Mr. Rains. Yes, it does. What you are actually saying in sub- 
stance, is that in the clearing of slums in the writedown which pri- 
vate investors would get after the slums were cleared under the pres- 
ent setup, under present law, if a public-housing project were to be 
built on that Jand the public housing would not get the benefit of the 
writedown which would be given to others. Is that what it amounts 
to? 

Mr. Roserns. Theoretically under the law it can now, if the city 
cares to contribute a one-third share of the writeoff. The suggestion 
here is that the city be given a partial tax exemption and public 
housing should be credited with the value of that exemption toward 
the writeoff. This would facilitate it. 

The city is making the contribution when it waives part of the 
taxes or when it waives all of the taxes and payments are made in 
lieu of taxes. This is a way of substituting for the contribution by 
valuing the tax concessions and expediting the procurement of land 
for public housing at a reasonable rate. 

The public is confused and should be educated as to the distinction 
between the cost of clearing a slum area—just getting rid of it—and 
the cost of providing public housing. At the present time, because 
the two items are lumped together, there is an erroneous impression 
that public housing is exceedingly costly and that something luxurious 
is being given, when actually we know it is not. 

Mr. Rarns. Actually it is bearing a part of the cost of clearing the 
slum on which it was placed. 

Mr. Rossrys. That is right. 

Mr. Rarns. Do you think in any large city in the United States 
that the slum clearance and urban renewal program can work suc- 
cessfully without the aid of public housing? 

Mr. Rogers. There is no doubt in my mind that public housing is 
absolutely essential for the continuation of any slum clearance pro- 
grams; and, more than that, for the continuation of any real urban 
renewal program, which in many instances means the elimination of 
overcrowding; and the elimination of overcrowding means we must 
find new places for our low-income families to live. — 

The mere enforcement of local laws to get rid of violations, if really 
enforced to the hilt, means families will have to be displaced. Public 
housing is needed not only to relocate for slum clearance but for almost 
every facet of a comprehensive attack on slum prevention and on 
blight, and for slum clearance. 
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Mr. Rains. Does the new superhighway program which the House 
recently enacted—which I judge will be written into law before the 
end of this session—especially with all the labyrinth of highways 
which will go into the big cities of the country, place any additional 
impact on the need for public housing in the Nation, or not? 

Mr. Rosprns. Of course. This need for public housing is created, 
Mr. Rains, not merely by slum clearance for rehousing; whether it is 
luxury housing or any type of housing. When we clear a slum for 
schools, hospitals, roads, bridges and tunnel approaches, all of those 
things and to the need for public housing. 

I might say one other thing that I do not think is appreciated 
throughout the country : That we are obstructing the efforts of private 
builders to produce private housing in our cities in congested areas 
because of the need for and absence of public housing. In other 
words, these days a private builder who wants to go into the heart of 
a city rather than on vacant land has a relocation problem and has 
a public relations problem, because there is a dearth of housing for 
the low-income fmily. So it is not merely public improvements of 
all kinds but private improvements that are obstructed, and these 
private improvements create a great amount of taxable assets for our 
cities. Usually the private builder produces either luxury housing or 
high middle-income housing. That is entirely appropriate, and 
those houses are assessed at much higher values than the assessments 
on the properties as they existed before. 

We find that in New York and other places the private builder is 
handicapped. He is reluctant, because he faces a serious relocation 
problem. 

Mr. Rarns. Mr. Robbins, I believe you read a suggested amendment. 
[ see it here on page 7. 

Mr. Rogsrns. Yes, sir. That is the one which in essence would 
allow the city to capitalize the concession on public housing as its 
contribution toward the one-third writeoff. 

Mr. Rarns. I have not had an opportunity to see the Senate bill. 
Is that provision in the Senate bill ? 

Mr. Rossrns. Yes, sir; it is. 

Mr. Rarns. Is it in the bill as the Senate committee reported it? 

Mr. Rossins. Mr. Johnson would know that, perhaps. He says 
“No.” Ihave not seen the report of the committee. 

Mr. Rarns. You have not seen the report ? 

Mr. Rogsrns. I believe it came out yesterday. 

Mr. Mumma. Mr. Rains, may I interrupt? 

Mr. Rarns. Yes, sir. 

Mr. Mumma. Mr. Robbins, you say a private builder is not inter- 
ested in this low-cost housing. Do you not think it is impossible for 
him to be interested in it, as against the subsidy given in governmental 
work? Do you know what the subsidy is per unit? 

Mr. Ropstns. Yes, sir. I am familiar with it. 

Mr. Mumma. What is it? 

Mr. Rossrns. It is different in various parts of the country. 

Mr. Mumma. What is the average ? 

Mr. Roserns. I do not know what the latest figure is. 

Mr. Mumma. Would it be as high as $40 per unit per month? 

Mr. Rosprns. It could be. 
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Mr. Mumma. That is awfully tough competition for a private 
builder. 

Mr. Rossrns. Not at all, sir. I did not say that the private builder 
is not interested in public housing; I said that he cannot produce 
housing within the means of these low-income families. 

Mr. Mumma. That is my point. 

Mr. Rogsins. We both agree on that. The point I would like to 
make is that there are many private builders who are in favor of public 
housing because they realize they cannot produce this housing and the 
continuation of the slum areas affects the values of good private hous- 
ing ina community; and they do not regard it as competition at all. 

Mr. Mumma. I do not know of any cases like that. There may be 
some. 

Mr. Rossins. Of private builders who favor public housing ? 

Mr. Mumma. Yes. 

Mr. Roserns. I could list them right into the record now. 

Mr. Mumma. I do not know of any. That is my comment. 

Mr. Rosains. I might say that there are a large number of prominent 
real estate men who are members of local housing authorities through- 
out the country. 

Mr. Mumma. We have that in our own town. 

Mr. Rogzins. We find in New York City, for instance 

Mr. Mumma. 1 do not want to interrupt on Mr. Rains’ time any 
more. 

Mr. Rosprns. O. K. 

Mr. Mumma. You and I agree on that; that private builders cannot 
be interested ? 

Mr. Rogprns. They cannot. That is the only reason why the Na- 
tional Housing Conference favors having local housing authorities. 
We would like very much to see private builders reach as large a pro- 
portion of the population as possible. If they could do it and do the 
complete job we would be overjoyed. It is only in the area they cannot 
possibly reach, because of the economies of the situation, we are 
referring to. 

Mr. Mumma. They are reaching it in a lot of cases, but the houses 
they build are too small for them. There would be an awful unrest in 
the country when these children grow up, in 5 or 6 years, in these small 
houses. 

Mr. Roreins. Yes. I think the shortage after World War IT has 
been so great that people purchased or rented almost anything that was 
offered them. The standards have been pretty low. 

Mr. Momma. The main part of itis: Can they finance it? No other 
condition enters into it but can they finance it? 

Mr. Rossrns. That is correct. Of course, one of the things that 
would help financing is not only the question of amplifying the supply 
of funds but getting the funds at a lower rate of interest and payable 
over a longer period of time. 

Mr. Mumma. Thank you, Mr. Rains. 

Mr. Rarns. I have no further questions. 

Mr. Brown. Mr. Kilburn ? 

Mr. Kirirurn. I have no questions, 

Mr. Brown. Mr. O'Hara? 

Mr. O'Hara. Mr. Robbins, I join with Congressman Rains in 
thanking you for your expression of approval of the work of the 
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subcommittee. I was very happy to be a member of that subcommit- 
tee because under the direction of Chairman Rains it pursued a con- 
struetive, objective line. 

I have felt in regard to public housing that if the subject were 
approached generally with more open minds and less controversy 
there would be an acceptance of the principle of public housing in 
quarters where there is now opposition. 

I feel that the work of the Rains committee has made a contribution 
in that direction. 

You made mention of the need for public housing in the pursuance 
of the necessary work that we face in the cities, on highways and 
subways and all that. My own experience has been in connection with 
the building of subways and super highways in Chicago. We con- 
demned oreat parcels of land, paying as much as a half million dollars 
fora single building, but we never started wrecking until we had taken 
care of the dispossessed tenants. That could not have been done with- 
out public housing in Chicago. 

Of course, having had that personal experience with public housing 
the view you mention has always been foremost in my mind. 

You have made mention of the plight of the dispossessed small- 
business tenants. Until a matter of a year or so ago I had thought 
almost exclusively of relocation in relation to taking care of dis- 
possessed residential tenants. ‘Then there came to my attention the 
plight of the merchants in Hyde Park. They had been established 
there many years. They were being dispossessed. It meant ruin 
to many of them. 

There is no provision in existing law even to advance them expenses 
for moving. So with that in mind I introduced the bill, which I 
thank you very much for approving here. Have you any further 
comment to make on that / 

Mr. Rosstns. Yes. I would like to amplify my very brief state- 
ment on that and try to impress on the members of the committee the 
importance of that provision of giving some assistance to the displaced 
small merchant. 

Under ordinary circumstances when property is condemned it is 
the owner of the property who gets the award. The small merchant 
may be in there either without a lease or under a lease which provides 
that if any award is made it goes to the owner of the property. Occa- 
sionally he gets an award for machinery, but in many cases or most 
eases he gets nothing for his fixtures. They do not have any real 
value. They are old. They are not modern. They are useless in 
any other place. So he goes out without a cent. 

He loses not only his goodwill that has accumulated over many 
years. There are instances not only of loss of goodwill accumulated 
over many years, but there are instances where small-business men 
come in an area and pay a substantial amount for goodwill to a 
previous owner, and then are wiped out within a year or two. They 
go out without any compensation for loss of goodwill. 

[f they are successful in finding other shops in which to start all 
over again they must pay for new fixtures at a much higher rate than 
they paid for the old fixtures, and they are really in a desperate plight. 
But because they are comparatively small in number compared to the 
number of tenants who are displaced not much attention is paid to 
them, 





HOUSING ACT OF 1956 


Now with an extensive urban renewal and urban redevelopment 
program all over the country these men are very considerable in 
number and they should be given some attention and assistance. Not 
only morally, out of a sense of justice to the businessman and to the 
individual, but here again is another item which, unless it is taken 
care of, will hurt the movement to clear our slums and to renew our 
blighted areas. 

We are getting a series of what seem to be small obstacles which 
in combination may very well prevent the continuation of a slum 
clearance program. I am not talking about a public housing program; 
I am talking of our efforts to get rid of our bad areas and use them 
for the best social and economic purposes. Maybe they will clear 
an area and make it completely industrial, or commercial, or business, 
or for luxury housing. But all of these things added together are 
creating great problems for local housing officials and local redevelop- 
ment officials all over the country. 

Therefore I urge this committee to approve the recommendations 
in the O’Hara bill to authorize assistance to the displaced shopkeepers. 
It is a very modest amount. I believe the maximum is $2,000 for an 
individual merchant in this bill. The loss that a man can suffer by 
Joss of goodwill and being forced to go somewhere else can be much, 
much greater. It isa start in the right direction. 

Mr. Ratns. Mr. O’Hara, may I ask a question or two there? 

Mr. O’Hara. Yes, Mr. Rains. 

Mr. Rarns. I am well aware of the burden on small businesses. 
T am also aware of the particular problems in a city such as Chicago, 
because we were at Chicago and saw the conditions. It is a matter 
of concern, but it causes me to raise some basic questions about it. 

For instance, would it not necessitate the amendment of the law on 
the right of eminent domain? What do you think about that? 

Mr. Rossrns. I do not think so. I have looked into the question 
recently. This would be not a payment under the eminent domain 
statutes. Those provide for fair compensation to the property owner. 
This would be in the form of assistance to a displaced tenant. It is 
given now to individual residents and there is really no distinction 
between the two. 

T do not think there is any constitutional question. There may be 
a statutory question, which of course would not be serious. 

Mr. Rarys. What about going one step further? If the commit- 
tee sees fit to consider it with relation to slum clearance, what would 
be the effect on those small-business men such as those who are going 
to be displaced as a result of the highway program? Should they 
have the same consideration ? 

Mr. Rorrrns. I can see no distinction. 

Mr. Rarns. I do not, either. I just wanted to get your views on 
the record. 

Mr. Rosrrins. One of our great problems, I think, throughout the 
country is the fact that there is no uniformity in the application of 
assistance to families who are displaced by various types of public 
improvements. 

I might say that in my home city of New York there is a ridiculous 
situation. Ifa man lives in a house on a site of an urban redevelop- 
ment project which is going to be redeveloped by the private sponsor, 
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the private sponsor may pay his moving expenses. If he is on the 
site of a proposed public school the city will pay him $500 to move. 
And if the city is in a hurry to get that school built it will pay hima 
double bonus, or $1,000. 

You can understand that that does not seem to make sense to the man 
who is on the site of an urban redevelopment project who gets his 
moving expenses, when just a block away a friend of his gets $500 or 
$1,000 for being displaced. We ought to make every effort to get some 
sort of unitorm policy, and one that is equitable. I think some- 
times $1,000 might be too much. On the other hand, I think just pay- 
ing moving expenses is too little. 

Mr. Ratys. I have no further questions. 

Mr. O’Hara. Mr. Robbins, it seems to me that the pattern which was 
established in the act of July 14, 1952, I think, in regard to paying 
moving expenses of persons displaced for structures of the armed 
services has been established. Then in the second session of the 84th 
Congress the House passed in connection with irrigation projects a 
provision for the moving expenses of displaced farmers and farmer 
tenants. 

I wonder if you agree with me that the pattern has already been set ? 

Mr. Robbins. I think there are plenty of precedents in Federal 
legislation and State legislation. I came across a rather unique one in 
State legislation the other day. 

Very often a city in order to provide. water for the community buys 
vast tracts of land outside of the city and sets up a water system. This 
bill provided for compensation not only to the owner of the property 
which has taken but to the owner of property nearby whose activities 
were adversely affected by the installation of the water system. Some- 
times farms are wiped out and so on. The whole character of the 
neighborhood changes. 

In the legislation in the State of New York owners whose property 
is not taken but whose property is adversely affected by a public im- 
provement of that kind are entitled to receive assistance. There they 
do it through his filing a claim which is adjudicated as to amount in 
court. 

Mr. O’Hara. Mr. Robbins, I was further interested in your comment 
on public housing for our elderly citizens, and where you made the 
suggestion that it should not be required that they come from subnor- 
mal localities. I think Mr. Slusser was here and was advocating that 
the elderly tenants taken into these projects, if they are authorized, 
should come from the displaced groups, from the slums. I made the 
observation that if that were done it would defeat the very objective I 
had in mind when I introduced in the first session the provision for 
public housing for the elderly. 

What is your thought on that? 

Mr. Ropsrns. I agree with the provision in Mr. Rains’ bill; that is, 
our recommendation is that the requirement that the elderly person 
come from a substandard building or area be waived. 

I will tell you why. There are many elderly people who, becau: » of 
health considerations, may be living in what would be considered a 
standard building, but who require public housing. We have plenty 
of instances where there are people with heart conditions who are 
living on the third or fourth floor of a building and can never get out 
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intheair. They cannot walk the stairs. They need the kind of hous- 
ing where they can be either on the first or second floor or, if it is an 
elevator apartment in a large city they can get some decent housing 
that way. 

Secondly, there are many elderly people living in the so-called stand- 
ard houses which may be houses in which the family has lived for 
generations. 'The housing may be much too large for them, where the 
expense of the upkeep or the rent is far beyond their means and where 
too large a proportion of their income is paid for rent, which means 
they cannot purchase food and medical services or other services they 
need because of this high rent that they must pay. 

It is those people who should be given the small utility apartments, 
just a bedroom and a bath and a kitchenette, and for those people this 
type of housing is badly needed. 

I would like to emphasize to the committee that this situation of 
single people or couples occupying large houses has other implications, 
because of the shortage of housing in many communities. They would 
make these larger houses available for larger families who could well 
utilize them. We would be killing 2 birds with 1 stone. We would 
be properly housing the elderly people and at the same time we would 
be making pretty good housing in the community available to others. 

Mr. O’Hara. That is a very important phase of it. I wonder if 
you have any figures—perhaps they would be estimates—as to the 
number of large houses today occupied by elderly people. 

Mr. Rogsrns. Mr. O’Hara, I have no personal figures, and certainly 
not with me. Iam familiar with certain information on that subject. 

First, I acted as consultant to the committee on housing of the Gov- 
ernor’s Conference on Problems of the Aging in New York State, and 
I prepared a rather lengthy report. I was able to obtain some figures 
on that question for the State of New York. 

I am also under the impression that the Federal Security Agency 
has some very good figures on this subject. Unfortunately I am not 
able to present them to you today. 

Mr. O'Hara. Since you have brought up the subject, I am thinking 
of the locality where I lived for a number of years. I would say that 
at least one-third of the houses were large houses, with many rooms, 
built in a period of 40 or 50 or 60 years back. These largely were 
occupied by elderly people, for the children had gone. If other 
housing were made available for these elderly people it is likely they 
would have left the larger houses for tenancy by families with growing 
children. 

Mr. Rogsrns. That is right. 

Mr. O’Hara. I have just one other matter to discuss. I agree with 
you it is a matter of concern that we have not provided housing within 
the financial means of a great segment of our population. ave you 
any suggestion to make as to legislation which would help in bringing 
about such a housing supply ? 

Mr. Rosstns. Our recommendations are along the lines of the pro- 
visions in S. 3158, which was introduced by Senator Lehman and 8 co- 
sponsors in the Senate, which in substance would provide for a new 
Federal bank, which would make loans at cost of the money to the 
agency or to the Government to limited profit corporations. That is 
the type of financing which does not cost the taxpayer anything; 
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which simply makes money available roughly at 3 percent and repay- 
able over a long period of time. 

It seems to us that the way ont of this middle-income dilemma, to 
take care of the people in the “no man’s land” between public housing 
and private housing, is to make money available at low interest rates 
without cost to the taxpayer. 

Of course, we have had precedents on that. We have the Rural 
Electrification Administration, where they have brought electricity 
to perhaps 90 percent of the farms in the United States where other- 
wise they might not have gotten it and probably would not have. 

I am very much in favor of any type of financing which does not cost 
the taxpayer money. I seems to us that there is a distanct gap, and 
that the normal average family—the man with a wife and two kids 
who has a good job but is not in what we call the higher income brack- 
ets—is the family which is in difficulty today and needs relief. 

Mr. O’Hara. We are rebuilding our cities. Being in Chicago and 
being in close touch with what is happening there, it is a matter of 
creat interest to me, of course. My concept would be that housing 
within the means of people should be available to them near the places 
where they are employed. 

As I see it now, when we are mushrooming out in the suburbs, re- 
quiring the use of private antomobiles or overtaxing local transporta- 
tion systems, we ise are adding to the number of “hours required to 


vet to and from work. 

I hope that in the rebuilding of our cities we can keep that in mind; 
that residential property should be improved with homes within the 
means of the people working in that locality, and the people should 


be near their places of employment. 

Mr. Rossrins. I almost. blush, Mr. O’Hara, because I did not men- 
tion the point when you raised the question. I am glad you did. I 
think there is something to be added to this discussion of need for 
middle-income housing. 

What is happening in a great many large communities is that they 
are losing their middle-income families, as you have indicated. That 
creates not only traffic and commutation and other problems, but it 
creates a very serious situation for the central city. By that I mean 
it is losing its community and civic leaders. They naturally become 
involved in the suburban communities to which they move. 

Now, the flow of the middle-income families from the large cities 
does not mean that these large cities are being emptied or that they 
will become “ghost towns” or anything like that. No; the places of 
the middle-income families are being taken up by the low-income 
families, who need housing. There is a terrific shortage still in these 
large cities. 

These low-income families not only fail to provide the civic and 
community leaders that every community needs, but they demand 
and need services of all types; relief, hospital, educational, psychiatric, 
medical, and service of every kind. They need it to a greater extent 
than the previous population needed it, which means that with a lovver- 
income group and a lower tax-paying group the costs of muni ‘pal 
services increase. 

That is a dilemma which many of our cities are facing. It may seem 
like an exaggeration to you, but I think it can be dramatized by the 
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statement that some of our communities are becoming “two class” 
cities. You are getting a low-income group either in your worst slums 
or public housing, and you get those who can afford the luxury housing 
and who live a good bit of the time in the luxury housing and in the 
other time, weekends and summer vacations and so on leave the city. 

But the middle-income group is disappearing, and that has economic 
and social and political consequences. 

Mr. O’Hara. Thank you very much, Mr. Robbins. Ihave taken, Mr. 
Chairman, more time than I had intended to, but I appreciate it. 

Mr. Brown. That is all right. 

Mr. Nicuotson. Mr. Chairman. 

Mr. Brown. Mr. Nicholson. 

Mr. Nicuotson. I take it, Mr. Robbins, you are against House bill 
9351? 

Mr. Rogprys. Is that the administration bill, sir? 

Mr. Nicuotson. Yes. 

Mr. Roserns. We do not think it goes far enough at all. We would 
much prefer Mr. Rains’ bill. 

Mr. Nicnorson. Do you propose we build 1 million houses a year? 

Mr. Rossins. The Government ? 

Mr. Nicuoison. Yes. 

Mr. Ropsrns. No, sir. We think that the total housing production 
of the country should reach 2 million a year instead of 1.3 million, and 
that approximately 10 percent of the total housing production of the 
country should be devoted to public housing. 

Mr. Nicuotson. You say here that we need 2 million a year. We are 
building now about 1.2 million or 1.3 million, and we have been for 
the last 6 or 7 years. 

Mr. Ropsrns. Yes, sir. 

Mr. Nicuorson. Gradually meeting this problem. You propose to 
have the Government 

Mr. Rossrns. No; we want private enterprise to build that. We 
want to see private enterprise assisted in every possible way, with such 
things as FHA insurance. 

Mr. Nicuorson. Private enterprise cannot remove the slums, can 
it ? 

Mr. Rogsrns. They can with certain help. They can with a writeoff 
under title I of the Housing Act of 1949, which is not public housing 
but which is a writoff in order to reduce the land cost to reasonable 
figures, so that it is profitable for a private businessman to come in 
and rebuild. 

Mr. Nicnoison. Have you any idea how many private homes have 
been authorized by the bills that have been put in in the last 7 or 8 
years? 

Mr. Rossrys. I do not understand the question, Mr. Nicholson. We 
have authorizations of FHA commitments to insure loans for private 
builders. 

Mr. Nicnotson. We authorize public housing units, so many each 
year. 

Mr. Rossins. I am familiar with that. 

Mr. Nicuotson. Do you know how many we have authorized ? 

Mr. Rossrns. Originally in 1949 the total authorization was 810,000 
units at the rate of approximately 135,000 units a year for 6 years, 
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with authority in the President to either increase or decrease depend- 
ing upon economic conditions. 

Under that program, passed in 1949, some 200,000 units have been 
built, because in succeeding years, as you know, Congress curtailed the 
authorizations. 

Mr. Nicnoison. By the Government ? 

Mr. Ropsins. These are financed with the aid of the Federal Gov- 
ernment. They are built by local housing authorities. 

Mr. Nicuotson. In this public housing we have before us this year, 
for instance, we authorize how much? 35,000? 

Mr. Rogers. Nothing has been authorized. Do you mean in the 
1955 session ? 

Mr. Nicwoison. Yes. 

Mr. Rogsins. Some 45,000 housing units. 

Mr. Nicuoison. For how many years? 

Mr. Rogprns. For 1 year. We think that is quite inadequate, as my 
statement indicated. One of the things we would like to emphasize 
is that any 1-year program cannot be very effective, because it takes 
time to plan these projects, and the local housing authorities, if they 
are uncertain about the future, will not go to the expense and the time 
and energy to plan projects which may develop into nothing at all. 

The 1949 act, we believe, had the right approach. It laid out a 
6-year program. 

"Mr. Nicnotson. Have you any idea how many GI loans have been 
issued for building houses ? 

Mr. Rossrns. I am not familiar with those figures; no,sir. I would 
say this, however: The GI loans, which have been of enormous assist - 
ance and were absolutely necessary not only for the housing of the 
veterans but for the construction and home-building industry, have 
resulted chiefly in housing on the outskirts of our communities and 
on vacant land and have not dealt with the problems of those who 
must live in cities. 

Mr. NicuHoitson. How many years do you think it will take to have 
everybody housed properly ? 

Mr. Rossrns. If you want my opinion, Mr. Nicholson, I do not 
think we will ever see everyone ‘housed properly, but I do think we 
have to raise our sights so that the home building is a little nearer 
to what we consider the American standard of living for everyone. 

I would be glad to explain why I think we never will. We have 

a terrific backlog that will take many years to eliminate. As each 
year goes by you can figure that at least 2 percent of the housing 
supply of this country becomes obsolete. That is an enormous num- 
ber of houses. Unless our rate of housing production is speeded up 
and unless we find techniques for keeping homes in good repair, better 
techniques than we know now, and unless we get better building codes 
in communities which compel sound construction at the outset, and 
better housing codes which are enforced which result in better main- 
tenance, we will continue for many years to come to have slum 
conditions. 

Mr. Nicnoison. What is the excuse for slums, anyway ? 

Mr. Rorgins. Do you mean the reason that they exist ? 

Mr. Nicuorson. Yes. 
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Mr. Rogsrns. We have inherited all over the country buildings 
that we consider to be and that are slum buildings, first because for 
many years many communities had no building codes or standards 
which made the builder or the owner put up the kind of housing that 
would last and that could be maintained. 

In our large cities, for instance—and in our small ones—a builder 
could put anything he wanted to. It did not have to have windows. 
It did not have to have toilets in the building; the toilets could be in 
the backyard. It did not have to have light or air or bathtubs. And 
it could be built of any kind of material. 

Gradually in different parts of the country higher standards were 
adopted, so that we have now gotten to the point where even the most 
conservative of organizations in the housing field feel that basically 
we have to insist that good housing standards apply from the moment 
a house is built, and that they must be maintained. 

That is one kind of housing. We have inherited deplorable housing 
that was bad to begin with. 

Today we are getting a new kind of slum. We have perfectly 
soundly construe ted housing that has become a slum because of over- 
crowding and overuse. There is a short: age of housing particularly in 
our large cities. What happens is that complete homes—1-family 
houses and 2- family houses or apartments—which were intended for 
1 family are now being occ upied by 1 family in each room. That kind 
of overcrowding and overuse is resulting in the slums of today. 

That is why we are emphasizing the need for an expanded produe- 
tion of housing and an increase in the housing supply so that we can 
decongest these houses which are fundamentally sound. 

Mr. Nicuo1son. They become slums because they do not keep them 
up, is that not it? 

Mr. Ropers. In many instances. 

Mr. Nicnoison. There must be some reason why they do not keep 
them up. 

Mr. Roszrns. In many instances it is due—— 

Mr. Nicuoison. The reason is that they do not get enough mone) 
to pay taxes. 

Mr. Rogsrns. No. In many instances it is the fault of the tenants, 
who do not know how to keep a decent house. They need education 
and discipline. 

In many instances it is the fault of the owner, who milks the prop- 
erty for all it is worth and does not care to put in improvements and 
painting and so on. 

There are a large number of contributing factors and different fac- 
tors that explain the slums. I say, slums are profitable. 

Mr. Nicuotson. You do not mean to say that a nan would not fix 
a house and deliberately let a house deteriorate, do you ? 

Mr. Rossrns. I certainly do. 

Mr. Nicuotson. That is all, Mr. Chairman. 

Mr. Brown. Mr. Mumma ? 

Mr. Mumma. I pass, Mr. Chairman. 

Mr. Brown. Mr. Betts? 

Mr. Berts. Right in line with what Mr. Nicholson asked, I am 
interested in what happens to these neath after they are built. Sup- 
pose they do deteriorate, in the public housing projects. Who keeps 
them up? Is that the Government? 





HOUSING ACT OF 1956 


Mr. Rossrns. It is up to the local housing authority. 

Mr. Betts. Suppose they cannot? 

Mr. Rosstns. Then they ought to be removed. 

Mr. Berts. Who removes them? 

Mr. Rospsins. The mayor makes the appointment of the local hous- 
ing authority, and the Federal Government, under its contract with 
the local housing authority, has very broad powers of supervision. 
It can cut out the subsidy in case of a violation of a contract. 

Mr. Berrs. Then they will go right back into the slum areas again, 
will they not? 

Mr. Rogprns. Yes; but they do not. What we have discovered is 
that although many families get the opportunity to live in decent 
housing for the first time when they are moved from slums into public 
housing, that does not eliminate automatically some of the social 
problems these families may have. There may be marital discord. 
There may be ill health. There may be a failure to understand how 
to be good housekeepers. 

So in public housing in this country we are not getting slums out 
of public housing. The buildings are good and well maintained, 
but we find that the families still have certain problems and that 
the housing authority needs help from social agencies and welfare 
agencies in the community to help deal with other problems of these 
families, other than the housing problem. 

Mr. Berrs. Does that social problem all work into this housing 
problem ¢ 

Mr. Rossrns. No. I think that the job of helping the families 
with social problems, whether they be illness or whether they be 


juvenile delinquency or whether they be alcoholism or whether they 
be bad housekeeping, are problems which are the job of other agencies 
in the community, public and private. You cannot expect the housing 
authority, which is Pilg ye for the planning of a project—for 


its building by private builders and for its management—to become 
a social agency to deal with all the social problems of the tenants. 
That is an impossible task. But they have to know to whom these 
families should be referred, so that they can get the proper help. 

Mr. Berrs. Once the Federal Government has helped establish 
a project like this, if the local agencies failed to meet the social prob- 
lem then the Federal Government’s investment is lost, it that not 
right? 

Mr. Rosprns No. 

Mr. Berrts. It would go right back into a slum. 

Mr. Rosprns. No. I would say that the Federal Government has 
taken one extremely important step forward in rehabilitating these 
families. There are thousands of families who really get a new 
start in life by having a decent home. By appropriations and au- 
thorizations for housing by the Federal Government, which provides 
or helps to provide good housing, that does not answer all the other 
questions or other problems. I am not asking that it should. I think 
this is purely a local job. 

Mr. Berrs. I would agree with you on that. 

From your experience with public housing what can you say about 
the way they have been kept up and maintained and what have you? 

Mr. Rarns. Could I interrupt the gentleman there? 
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I listened to the questioning of Mr. Nicholson of Mr. Robbins, 
and I did not know that he was talking about public housing turning 
into slums. I have never in my life seen public housing turn into 
slums. I thought he was talking about slums generally. 

Do you mean to say that public housing turns into slums? 

Mr. Rosprns. Not at all. They do not. 

You will find this, Mr. Betts: There are some people who pass a 
public housing project and they see paper on the lawn and rubbish and 
so on and they promptly say: “This has turned into a slum.’ ’ 

I met one of those gentlemen the other day, and I said to him 
politely : “Have you ever been inside a public housing project?” And 
he said: “No.” 

I would suggest to anyone concerned about the physical conditions 
in public housing that they visit the public housing projects. The 
public housing projects are not turning into slums. 

I do want to be quite frank with this committee. You will find a 
wide degree of difference or quite a difference in the atmosphere in 
some of the projects. If they have a good manager and can have gooi 
tenant organization then you will find sometimes a spotless project 
with great pride by the tenants in their apartments, and a perfect 
situation. 

I think Mr. Barry, who is with me, who is chairman of the Memphis 
Housing Authority, can tell you what takes place when families move 
out of slums into public housing. 

There are other projects where I would say the manager is not so 
good and does not get the same spirit in the tenants, and does not get 
the same results. But in most instances that I know of there is no 
project that could be calledaslum. Of course, Mr. Rains, having gone 
all over the country, is in a much better position to talk about that 
than I am. 

Mr. Betts. 'To get myself back on the right track, if I was off-—— 

Mr. Ropsgrns. Yes. 

Mr. Betts. Our whole problem is to get rid of slums. 

Mr. Rorsins. To provide good housing for families; yes. 

Mr. Berts. First to get rid of the slums. Then to put in a public 
housing project to take care of them. 

Mr. Roppins. You may put the public housing in what was a slum 
area or somewhere else. 

Mr. Berrs. That is the importance of housing. 

Mr. Rosstns. That is right. 

Mr. Berrs. Just to see that I am back on the track, my question was 
whether or not in the course of time they revert back to slums? 

Mr. Rosgprns. No. 

Mr. Berts. That is your answer. 

Mr. Rossrns. I will tell you one other reason. I think this ought to 
be brought out. 

The budgets of the public housing authority contain provisions for 
renovation and repair on a very methodical and good engineering 
basis. Many a private owner will let his property run down, but there 
are reserves for repairs and replacement in every public housing 
budget. This money is used, with the result that the housing is kept 
as good condition. It makes a lot of sense. It is economical in the 
ong run. 
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Mr. Brown. Are there any other questions? Mr. Ashley? 

Mr. Asutry. I have just one question, Mr. Chairman. 

Mr. Robbins, in your statement you state that 35,000 public hous- 
ing units a year is totally unrealistic. There is a good deal of argu- 
ment back and forth as to what the needs actually are in this area. 
| am wondering if you or anyone that you know of might possibly 
have figured out the minimum number of public housing units based 
pon the need for public housing units on account of all governmental 
action; that is, freeways and so forth. 

Mr. Rozsrys. That’ would be re sally public housing for relocation 
purposes. 

Mr. Asuury. I am speaking about all governmental action within, 
let us say, the next year. 

Mr. Ropprns. That is right. 

Mr. Asutry. That would establish, it seems to me, some sort of a 
base from which we could work. Then the two schools of thought as 
to need beyond that could use that as a point of departure. 

Mr. Ropsrns. I have no figure on that, although I believe I can get 
i from the records of the Urban Renewal Administration, of which 
Mr. Follin is the head, because they have figures on the number of 
families to be displaced by urban redevelopment and urban renewal. 

Then we can also get figures on those who are to be displaced by the 
new highway program. 

I can give you an example in New York City, which of course is just 
one city. We know that in New York City alone some 67,000 families 
are going to be displaced by reason of public improvements in a 3-year 

period without taking into consideration families displaced by the 
proposed Federal highway program, so that is just one city. You can 
also figure that of those 40 to 50 percent would require public housing. 

Mr. Asnirey. Would you be able to say at this time that 35,000 is not 
» realistic figure, even basing your judgment on the governmental 
iction to be taken within the next year? — 

Mr. Ropsins. Yes; I would say from whatever point of view you 
pproach it 35,000 is simply a token. 

Mr. Asutey. That is not even enough to meet the needs created by 
vovernmental action in the next year - 

Mr. Rossins. That is correct. 

Mr. Asnigy. That is all I have. 

Mr. Brown. Mr. Talle? 

Mr. Tatie. No questions. 

Mr. Brown. Mr. Widnall? 

Mr. Wipnatu. Mr. Robbins, in your testimony you mentioned the 
fact that you feel a realistic program would be 2 million units a year? 

Mr. Rosprns. Yes. 

Mr. Wipnati. How would you divide that up between urban and 
suburban housing? 

Mr. Ropsrns. I have never tried to do that, sir. That given figure 
is based on the need for housing for an increased population for an 
increased number of families; and of course there are projections on 
those figures. In addition, there is the need for housing of those who 
live in substandard housing now, and those to be displaced, et cetera. 

[ do not know of any study which would differentiate or give a 
percentage for central city building and suburban building. We do 
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know that it is easier to build on vacant land in the suburbs than it 
is to build in the cities. 

But I do think we could work out a figure, based on the amount of 
substandard housing in the cities. That would be one of the w ays, 
to take the amount of substandard urban housing. I am sure we could 
come to an approximation there. 

Mr. Wipnat. It would be easier to break it up in a recommenda- 
tion into multifamily housing as against single-family housing. 

Mr. Roserns. You think it would be easier ? 

Mr’ Wipnat. It would be easier. 

Mr. Ropprns. That, again, is a matter of community desires. There 
are lots of cities and citizens who do not like multifamily housing one 
bit. It is only because of the high land cost in cities and a pattern of 
building that we get there that we have it. 

I think the normal American desires to have a single-family home. 
[ am sure the National Housing Conference stands foursquare behind 
that. When you get into certain communities where the only thing 
they build is multifamily housing because of the high-cost land, of 
course, that is what we have to take, but that does not provide the 
kind of living most American families with children want. 

Oh, I think single people and childless couples and aged people 
and couples like the adv antages of multifamily housing, but I do not 
know of any study which would say, based on 1.3 million or 1.2 million 
houses a year that we are going to get a certain perc entage of multi- 
family housing. 

Mr. Wipnatt. They are projecting that just by way of population / 

Mr. Rozgrys. Population and the need for what is now substandard 
housing plus the need for what is not now substandard but will become 
such as estimated each year. 

Mr. Wipnatu. Does that recommendation in any way consider the 
cost factors by way of increased demand for materials and by way of 
increased demands for plots, which would inevitably drive prices 
higher and place them further and further out of the range of the 
middle-income group / 

Mr. Roserns. It does consider that, sir. It takes it into considera- 
tion. We do not believe that is a valid obstacle or objection to a proper 
goal for housing production. We do know that the construction in- 
dustry—particul: arly the residential part of it—plays an important 
part in the economy of our country. Despite rising costs and various 
phases, we believe we would get a consumer ability to meet the needs 
and to pay for this housing. 

Mr. Wipnat. I am particularly interested in what you said about 
the disappearance of the middle-income group, that is being driven 
further and further down. 

The area in which I live is outside of New York, and there are tens 
of thousands of houses built out there for the middle-income group. 
The people are coming out of the cities. In a county like Hudson 
County, nearby, the population has gone down in the last 10 years 
through migration. 

Mr. Rogsrys. That is right. 

Mr. Wipnatt. Because the people are moving out into the country, 
and the people moving out are not wealthy people. They are middle 
income people. Their needs are being provided. 
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I have been to a number of the meetings of your conference. If 
there is any one thing I have noted it is that when you have been 
talking about the housing program for America it was always public 
housing. Actually, whether you put in 200,000 units or 35,000 units, 
that is just a very small part of the total housing program for 
America. 

Mr. Ropsins. We have tried to point out in this testimony, Mr. 
Widnall, we think it should be about 10 percent of the total housing 
production in this country. That is a small part. 

I am sorry; but in the last few years a great part of our conference 
discussion and resolutions and policy decisions have been devoted to 
a discussion of middle income housing. 

I would like to amplify on one thing. Middle income housing is a 
very vague term. What we really have is an upper middle income 
group and a lower middle income group. There are really four 
categories in this country. There are those families who need public 
housing and need some sort of a subsidy to have decent housing; the 
lower middle income group; the upper middle income group; and 
then your upper or luxury housing. 

I agree that thousands and thousands of families have moved out 
of the cities into the territory in which you and I live and have moved 
to the suburbs and have gotten pretty good housing and have been 
able to pay for it. That is the FHA housing they used to sell for 
10,000 to $15,000, which is now from $12,000 to $20,000. Those are 
the families who have been housed and those are the families who have 
moved away from the cities. But there is an inbetween group that 
cannot buy the $12,000 to $14,000 housing. They might be able to 
buy houses if we could produce the houses for $8,000 or $9,000. Then 
they might be able to do the trick. 

There are families who, for some reason, as was pointed out before, 
cannot or should not go from the center of our cities. We know that 
the private builders have to construct multiple housing in most of 
these cities, since they cannot build the single family homes. 

Mr. Wiwnauu. Mr. Robbins, I am very conscious of that problem. 
| think your Housing Conference has pointed it up very successfully 
in the past few years. You are doing a good job trying to help the low 
income and lower middle income groups. 

One of the things that bothers me on urban housing, as I have 
seen it—and I have had some experience with it—came to mind when 
Mr. Nicholson asked you a question about the maintenance of housing 
and the creation of slums. I am sure he was not talking about public 
housing at that time, but about the deterioration of existing facilities. 

Mr. Roprins. Yes. 

Mr. WipNALL. It seems to me in many areas because of political con- 
siderations the attitude of the courts has been such that the tenant is 
always right as against the landlord, and when the landlord tries to 
do somehing about cleaning up his place and keeping vandalism from 
taking place and keeping it from deteriorating because of wilful 
neglect on the part of the tenant, he is always hamstrung by the fact 
that the tenant is right as against the landlord. Until we throw 
politics aside completely—and I know that is the millenium—with 
respect to housing you are going to continue to have that deterioration 
in existing facilities. 





242 HOUSING ACT OF 1956 


Mr. Rossins. Mr. Widnall, I agree with you completely. 

Mr. Brown. Gentlemen, we have to go along as fast as we can. 

Mr. Rogers. There has to be a get tough policy on the part of both 
the city agencies and the courts with respect to both landlords and 
tenants who do not obey the law. There is no question about it. 

Mr. Wipnatzi. Thank you very much. 

Mr. Brown. Mr. McVey? 

Mr. McVey. No questions. 

Mr. Tatte. Mr. Chairman. 

Mr. Brown. Mr. Talle. 

Mr. Tatue. Did you state, Mr. Robbins, that there is no evidence 
of slums in public housing ? 

Mr. Ropsrns. That is correct. 

Mr. Tattr. Is it fair to conclude then that if all or most housing 
were public there would be no slums? 

Mr. Roserns. I would say that provided there is proper supervision 
and management and a proper education of tenants we can prevent 
the creation of new slums. 

It is a two-sided matter. There has to be good management and 
there has to be good tenancy. 

The housing authority is in a very good position to discipline its 
tenants. It can kick them out if they do not behave, and some of 
them have. 

Mr. Tate. How strong a force is habit in the housing situation? 
Do you find that people, once accustomed to public housing, show 
any inclination to leave? 

Mr. Rospprns. Yes. 

Mr. Tate. For private housing? 

Mr. Rogsrns. Mr. Barry could amplify this. 

We find this, Mr. Talle: That white families who are in a position 
to rise in the economic scale and get higher incomes go from public 
housing as soon as they can. They purchase their homes or go out 
and rent. 

We find that Negro families, who are more or less in a position 
where their incomes remain pretty stable, may consider themselves in 
these projects for life, because they do not get an opportunity to 
purchase homes, 

But there is a certain amount of regimentation and regulation and 
so on that a great many families do not like. If they can get out and 
get good housing they go. 

The Memphis Housing Authority gets out an annual report which 
impresses me very much. Their slogan is: “From the slums to a 
vate housing by way of public housing.” That is really what public 
housing ought to do. 

Mr. Tatxe. If I lived in a public housing apartment or building and 
I wanted to plant a rosebush in my front or backyard could I do it 
without getting authority to do it from the public authority ? 

Mr. Roeprns. If your housing authority management had any sense 
they would encourage you to do it and also beg you to do it. 

Mr. Brown. Mr. Vanik? 

Mr. Vantx. I have no questions. 

Mr. Brown. Thank you for your testimony, Mr. Robbins. 

Mr. Ratns. I think the record ought to show, Mr. Chairman, that 
Mr. Barry, who is with Mr. Robbins, is one of the most outstanding 
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lawyers of Memphis, Tenn., one of its great bankers, and one of its 
truly great civic leaders. I would not want him to come before the 
committee without being recognized. 

Mr. Barry. I enjoyed the experience very much. I had a lot of 
answers.in mind to some of the questions, but will forego them because 
of time. 

I do want to say this, which I can say in 30 seconds: There was a 
question asked this morning as to the deterioration of public housing. 
| would not want any member of the committee to forget one thing, and 
that is that the members who serve as commissioners of local housing 
authorities serve without compensation and are among the most public- 
spirited citizens in the community. Do not ever have any concern for 
one moment as to their letting you down on the local front. 

Mr. Brown. Thank you for your testimony, gentlemen. You may 
be excused. 

Call the next witness, please. 

Mr. Fixx. Mr. Chairman, the next witness is Mr. Clarence H. Olson, 
of the American Legion. 


STATEMENTS OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, 
NATIONAL LEGISLATIVE COMMISSION; CHARLES W. STEVENS, 
ASSISTANT DIRECTOR, NATIONAL REHABILITATION COMMIS- 
SION; AND CLARENCE W. BIRD, DIRECTOR, ECONOMIC COMMIS- 
SION, THE AMERICAN LEGION 


Mr. Otson. Mr. Chairman, my name is C. H. Olson. I am assistant 
director of the national legislative commission of the American Legion. 

On the bill under consideration today I merely want to say that we 
are here by authority of mandates and policies of the American 
Legion; and the organization which I represent has not expressed itself 
on all the details involved in this bill. 

| would like to have the record show that the American Legion has 
consistently supported adequate military housing. We have not tried 
to define the manner in which such housing should be financed. 

Also, the American Legion is on record as supporting a program of 
urban renewal. 

The other matter in which we are interested today is the one in- 
volving the use of insurance funds. 

I would like at this time to introduce Mr. Charles W. Stevens, who 
is the assistant director of the national rehabilitation commission of 
the American Legion, a man who has been with the organization for 
many years and is very familiar with the insurance program for 
veterans. 

Mr. Stevens, sir. 

Mr. Brown. You may proceed, Mr. Stevens. 

Mr. Stevens. Mr. Chairman and members of the committee, this 
opportunity to testify on H. R. 10157, 84th Congress, is very much ap- 
preciated. The purpose of my appearance is to present the views of 
the American Legion on one section of the measure with which the 
organization is concerned, namely, section 202. 

The section would amend section 605 of the National Service Life 
Insurance Act of 1940 to authorize the Secretary of the Treasury to 
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purchase home loans, guaranteed by the Veterans’ Administration 
pursuant to section 501 of the Servicemen’s Readjustment Act of 1944, 
as amended, by investing and reinvesting up to 10 percent of the 
national service life insurance fund. It is our understanding that 
about $514 billion are in the fund, so that this would make approxi- 
mately $500 million available to provide a secondary market for these 
loans. 

The amendment would establish this secondary market for loans 
secured by property located in geographic areas where the Secretary 
finds private capital available only at excessive discounts. 

The sponsor of this bill, the Honorable Albert Rains of Alabama, 
introduced H. R. 9136 in this Congress on February 7, 1956. That bill 
was referred to the House Committee on Veterans’ Affairs. In the lz 
years he has been in Congress, Mr. Rains has proved his positive in- 
terest in veterans and the American Legion recognizes his sincerity 
of purpose in sponsoring H. R. 9136, which bill had a proposal similar 
to that in section 202 to which I speak. He wants the veterans to have 
a chance to get the best home possible at the most reasonable price and 
doubtless feels that they are the ones who are being adversely affected 
in their attempts to acquire VA-guaranteed housing loans in certain 
areas where excessive discounts are prevalent. 

The American Legion’s national rehabilitation commission and its 
jnsurance advisory board considered the proposal to provide a secon- 
dary market for home loans to veterans under VA -aduniniatered pro- 
grams by use of a part of the NSLI fund, when meeting in Washing- 
ton in February 1955 and in February of this year. On both occasions 
the recommendation was that the fund be not so used. The following 
extract of the board’s report of its February 25 and 26, 1956, meeting 
is pertinent to the subject: 

Section 605 of the National Service Life Insurance Act of 1940, as approved 
October 8, 1940, created in the Treasury a permanent trust fund to be known as 
the national service life insurance fund. In this section provision was made that 
the Secretary of the Treasury invest and reinvest such fund, or any part thereof. 
in interest-bearing obligations of the United States or in obligations guaranteed 
as to principal and interest by the United States, and to sell such obligations for 
the purposes of the fund. The board noted in the Administrator of Veterans’ 
Affairs annual report to the Congress that the fund is invested in United States 
Treasury notes and policy loans. 

The question was again thoughtfully considered at length and thoroughly dis- 
cussed. The board cannot see that there is any evident need for the use of this 
trust fund for the purpose mentioned. The trust funds must be liquid. The 
board recognizes the demonstrated integrity of veterans who have benefited by 
the VA home-loan program. Other than mortgage money available through 
private lenders there is money available also through the VA in a revolving fund 
created by law for use in making direct loans in certain areas. 

The board unanimously agreed to reaflirm its recommendation made in the 
February 1955 meeting that no part of the reserve in the national service life- 
insurance fund be made available to provide a secondary market or to make 
otherwise available additional funds for home loans to veterans. The board 
disapproves unanimously of legislation authorizing or directing the Secretary 
of the Treasury to invest or reinvest any part of the reserve in this fund by 
purchasing, or otherwise dealing in, loans made for the purposes of sections 501 
or 512 of the Servicemen’s Readjustment Act of 1944 or otherwise for home 
financing. Considering the Administrator’s report mentioned above, the board 
approved the investment of this fund as revealed by this report in obligations 
of the United States and in loans made to NSLI policyholders on the security 
of their policies. The board strongly recommends continuance of this policy. 
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The national rehabilitation commission expressed agreement with 
these recommendations on February 27, 1956. In view of this, when 
H. R. 9136 was under consideration of the Housing Subcommittee 
of the Committee on Veterans’ Affairs during a hearing on March 14, 
1956, I brought the board’s comments to the attention of the subcom- 
mittee as I invite this committee’s comments to them today. 

It must be said that the American Legion strongly believes in pri- 
vate financing whenever obtainable. The organization has believed 
that the VA direct-loan program which the Congress established 
should meet the needs of veterans who experience difficulty in secur- 
ing private-mortgage money. The American Legion does want vet- 
erans In cities and small towns and rural areas to have a full oppor- 
tunity to own their homes. The veteran has proved his integrity: 
insoluble defaults have been minimal. They are most certainly placed 
at a decided disadvantage in buying homes in those areas where 
excessive discounts are required. Something needs to be done about 
this, as Mr. Rains has clearly seen. It was our insurance advisory 
board’s opinion that there should be some other solution than the 
use of the part of the NSLI fund. 

The American Legion is confident that whatever the Congress in 
its judgment determines must be done through legislation to assure 
to veterans an opportunity to own their homes will be in the best 
interest of all veterans and the people as a whole. 

Thank you. 

Mr. Brown. Any questions, gentlemen ? 

Mr. Rarns. Yes, sir; I have some questions. 

Mr. Brown. Mr. Rains. 

Mr. Rarns. Mr. Stevens, I first want to say I appreciate what you 
had to say about me personally; but my bill seems to be in sort of 
bad shape, judging from your statement. 

This advisory board, as I understand it, is a board in the American 
Legion that is made up by representatives of private insurance com- 
panies; is that not correct ? 

Mr. Stevens. There are a number of executives and underwriters 
of private companies on the board; yes, sir. 

Mr. Ratns. They are advisory to the national rehabilitation com- 
mission ¢ 

Mr. Srevens. That is right. 

Mr. Rarns. They advise it? 

Mr. Srrevens. Yes, sir. 

Mr. Rarns. This statement which you quoted from was the recom 
mendation of the advisory board to the national rehabilitation com- 
mission ? 

Mr. Srevens. That is right, Mr. Rains. 

Mr. Rarns. As I further understand it, neither of these actions 
have been approved by a national convention of the American Legion 
or by the national executive committee of the American Legion ¢ 

Mr. Srevens. That is exactly correct, Mr. Rains. It is a considera- 
tion that was given to the legislation last year and this year based 
upon a standing directive of our national convention in 1946 held in 
San Francisco. 

They shall consider all measures wherein there is a fund involvement, either 
United States Government national service life insurance fund or the national! 
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service life insurance fund, or where there is legislation which would affect 
the contracts held by veterans. 
Mr. Rains. That it advise and recommend, in other words? 
Mr. Srevens. That is right. ’ 
Mr. Rats. It is not a mandate. In the very section from which 
you quoted from the advisory board report—and it is in the law 
today—it says: 
provision was made that the Secretary of the Treasury invest and reinvest 
such fund, or any part thereof, in interest-bearing obligations of the United 
States— 
that is, bonds, which it is now— 
or in obligations guaranteed as to principal and interest by the United States— 


that is, GI loans. 

Mr. Stevens. The loans are not fully guaranteed, sir. 

Mr. Rarys. That is true; they are not fully guaranteed. 

As the VA Administrator yesterday pointed out, you have, I be- 
lieve, considerably less than one percent of foreclosures. This section 
of the bill provides that if anyone is in default the Veterans’ Adminis- 
tration shall redeem it, as they are now required by law to redeem it. 
That would be full insurance of the fund, would it not ? 

Mr. Srevens. Mr. Rains, my personal opinion is that the fund 
might well benefit by the provision made. I mean, the 3-percent rate 
of interest on the NSLI reserve there in the fund which is paid by 
the Government is less than that which would be received. 

Mr. Rarns. Mr. Stevens, if I did not think the fund would not only 
benefit but also that it would be absolutely safe I would not dare 
offer or suggest such an amendment. You recognize the fact further 
in your statement that there are veterans in certain areas of this 
country affected by this. I do not want anybody to think they are all 
in the rural areas because the city of Los Angeles, Calif., which is 
one of the big cities in the United States, is involved. Here are the 
figures: if a veteran gets a loan and it has to come through the Fed- 
eral National Mortgage Association he gets 9214 percent on that loan. 
That is the kind of discount he faces in the city of Los Angeles, Calif. 

My only hope was that we could work out something that would 
insure and safeguard it further, because we are about out t of mortgage 
money for homes, Do you see any objection to that # 

Mr. Srevens. I do not, sir, myself. I might say, Mr. Rains, that 
I think the use of $500 million for the purchase of VA guaranteed 
loans in areas of excessive discounts would undoubtedly make mort- 
gage financing available at a more favorable rate, such as in Los 
Angeles, and would benefit the veteran. I am speaking as a stall 
member reporting to this committee, sir. 

Mr. Ratns. The report of the advisory committee ? 

Mr. Stevens. The report of the advisory committee; yes, sir. 

Mr. Rains. I appreciate that statement. I have no ‘farther ques: 
tions. 

Mr. Brown. Mr. Rains, who appoints or selects this board you 
refer to? 

Mr. Rarns. I have been informed that this board in the American 
Legion is appointed by the national commander. Is that correct! 

Mr. Orson. Correct, sir. 
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Mr. Stevens. And the appointments are confirmed by the national 
executive committee. 

Mr. Ratns. They are actually advisory to a committee of the Amer- 
ivan Legion ? 

Mr. Srevens. That is right, sir. 

Mr. Rains. I was interested to find out they were interested in life 
insurance companies. I do not think they would be interested in 
this kind of business, frankly, and that is why I pointed it out. 

Mr. Stevens. Not all of them are, sir. 

Mr. Brown. Are there any other questions, gentlemen ? 

Mr. Tauur. I believe the most important word in the argument is 
“liquid”. 

Mr. Srevens. I did not get that. 

Mr. Tauye. I believe the most important word in the statement is 
“liquid”. 

Mr. Srevens. They say the funds must be liquid. They felt tying 
up a part of the funds in event of catastrophic demands upon the 
fund, might make it difficult to meet the obligations. I believe that 
was a thought they had in mind. 

Mr. TAute. Quoting from your statement on page two: “The trust 
fund must be liquid.” My understanding is that the central idea is 
liquidity. 

Mr. Srevens. That was considered at length. I might say the 
chairman of the insurance advisory board, a lawyer from Toledo, 
Ohio, past national commander, Milo J. Warner, felt this was of 
such importance that he appointed a subcommittee, a lawyer, Edward 
M. Jaffa, from San Francisco, and another lawyer, Myron R. Renick 
from West Virginia, and Stanley Van Dyk, who has an insurance 
agency in Chicago, to draft the language in the report, which I have 
read to the committee. 

Mr. Tatix. Thank you. 

Mr. Rats. On the liquidity, the simple truth is so far as worrying 
about having money in the fund to pay off claims, it is going up every 
year in excess of the payment of claims. 

Mr. Stevens. Indeed. 

Mr. Rarns. That is why you built up a vast reserve of $5.5 billion? 

Mr. Srevens. It is distributable as dividends on occasion when 
there is an excess in the fund. 

Mr. Ratns. Instead of being paid out for claims it is being paid 
out as dividends, some portion of it. 

Mr. Stevens. A very substantial portion. 

Mr. Rains. Just one other question. Does the American Legion 
favor the extension of the GI housing program ? 

Mr. Orson. Yes, sir. 

Mr. Brown. Any further questions? 

Mr. Oxson. May I ask that the record show Mr. Clarence W. Bird, 
director of the national economic commission of the American Legion, 
is present today. He is with us. Thank you very much, gentlemen. 

Mr. Brown. You may be excused. 

Calli the next witness. 

Mr. Carpon. Bernard Weitzer, national legislative director, Jewish 
War Veterans, United States of America. 
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STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES OF 
AMERICA 


Mr. Werrzer. On behalf of the Jewish War Veterans of the United 
States of America, I am happy to express appreciation for this op- 
portunity to appear before your committee, oncé again, to support 
legislation for a housing program that will, as nearly as possible, 
restore the goals of the Housing Act of 1949. That is in accordance 
with the resolutions passed at our annual national conventions of the 
Jewish War Veterans of the United States of America for many 
years. 

Before I proceed further, | want to congratulate the chairman and 
the members of his subcommittee who have made such a thorough 
investigation of housing problems and shortcomings in all parts of 
the country. You have certainly uncovered much room for improve- 
ment in the legislation now on the books. 

Of the two major bills before you, H. R. 10157 introduced by Chair- 
man Rains and H. R. 9537 introduced by Congressman Widnall, I 
would under the terms of our organization’s resolutions, naturally 
prefer the Rains bill. H. R. 10157 provides for more units of public 
housing than does H. R. 9537. 

Hlowever, there can be no question that even the 50,000 units per year 
provided for in H. R. 10157 fail to come close to the goal set in the 
Hfousing Act of 1949. Furthermore, there is the fact that the urban 
renewal programs now under way in some 50 cities, will displace more 
than 250,000 families during approximately 2 years and about one-half 
of these displaced families are eligible for near top priorities in public 
housing. Consequently, such displaced families will use up all the 
100,000 public housing units provided for in H. R. 10157 during the 
next 2 years. No new public housing units will be available for any 
eligible families displaced by a wide variety of public improvements 
other than urban renewal activities. Such families as are displaced 
by these public improvements will be added to the 30,000 or so left- 
overs made homeless by urban renewal. I do not believe it is fair to 
count upon additional slums being made available for these unfortu- 
nates. In the meantime, no progress will have been made in cutting 
down the number of families who are slum dwellers because they can- 
not pay a full economic rental. 

Another element in housing which has had the strong support of the 
Jewish War Veterans of the United States of America over the years 
is cooperative housing. Cooperative housing opens up an opportunity 
for the average veteran to get good housing which fits his pocketbook 
through low monthly payments. The large projects which are made 
feasible through cooperative action help to cut down the per unit cost 
in construction and the larger mortgages make it feasible to get a lower 
mortgage interest rate. We have had a helping hand from Commis- 
sioner Mason of the FHA but because of a perverse ruling by the new 
Federal National Mortgage Association, there has not been a single 
dollar used of the 50 million of the advance commitments authorized 
for cooperative housing mortgages in the Housing Act of 1955. I 
would urge that your committee restore, by an amendment, the one- 
lialf percent commission which was charged by Fannie May in past 





HOUSING ACT OF 1956 249 


years. This will mean a saving of about $300 in cost for a home with a 
>10,000 mortgage. 

Your committee found in its investigation, how great an impediment 
interest costs and other costs of financing, such as discounts, are to 
home ownership. There are more facets to this problem than I wish 
to take time to elaborate before your committee and I am sure that 
those who specialize in this field will make clear, the steps which 
<hould be taken to correct the situation. 

I would, however, like to cite to you the success which the production 
credit associations have had among farmers. Originally, these credit 
associations were financed by the Government. Now, practically all of 
these farm credit production associations have paid back the Govern- 
ment investment and the associations are owned by the farmers. It 
would seem to me to be within the competence of your committee to 
develop a somewhat similar program whereby the borrowers would 
lecome the ultimate owners of such an organization as Fannie May. 

Along that same line, I heartily endorse the provision in H. R. 10157 
\uthorizing the investment of 10 percent of the reserve funds of the 
national service life insurance program in VA guaranteed and FHA 
guaranteed mortgage loans. Such loans are considered prime invest- 
ments by life insurance companies all over the country and there is no 
reason why the VA should not be authorized to make a similar invest- 
ment as provided for in the Rains bill. Such investments of national 
service life insurance funds will mean higher dividends to the veterans 
who carry this insurance and there w ill be no increased risk because 
the full faith and credit of the Federal Government is pledged in these 
guaranteed mortgages just as it is now pledged in the payment of the 
Treasury certificates which back up the insurance reserve. 

Further legislation by your committee which will provide addi- 
tional funds for mortgage ‘loans and keep interest rates on such loans 
at a reasonable level, is possible. That possibility lies in the authori- 
zation of a Debenture Corporation, Government operated at the start, 
which would purchase FHA and VA guaranteed mortgages at par 
and issue debentures secured by such mortgages. The debentures 
could be in the denominations of $500 or $1,000 and up to $5,000 so as 
to put them within the reach of relatively small investors who must 
have the equivalent of Government were safety. The interest rate on 
such debentures could be placed at 344 to 314 percent. This would 
leave a 1 percent margin or more against mortgages paying 414 per- 
cent. That margin should be adequate to cover all the expenses and 
leave a small additional margin to buttress the one-half percent FHA 
guaranty charge. If such a Debenture Corporation had been in ex- 
istence during the past several years, the Federal Treasury would not 
now be holding the bag for something more than $2 billion of mort- 
gages currently in the old Federal National Mortgage Association 
folio. What is more, tens of thousands of small investors would have 
had the opportunity of making thoroughly safe investments with a 
sightly higher Sneeig than is generally avail: able to such investors 

Still ts king about interest costs of money, it seems to me anom: alous 

that housing built for the use of members of our Armed Forces should 
be financed “by ordinary mortgages when one agency of the Govern- 
ment, the Defense Department, assures the allotment of rental pay- 
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ments which will pay the interest and the amortization * at a charge 
of one-fourth percent which is paid by the Defense Department and 
the mortgage sete a 4 percent interest rate. There, again, we have 
what might be called the full faith of the Federal Government pledged 
through two of its agencies to the payment of a debt and yet the Gov- 
ernment is buying the money at what amounts to practically retail 
prices. You are probably aware of the fact that it has been proposed 
that the interest rates on college housing be boosted to 314 pereent with 
the idea that private capital will be willing to buy the mortgages on 
college housing. It is unreasonable to suppose that the mortgages on 
housing for the Armed Forces guaranteed by the Federal Government 
could enjoy a somewhat similar rate? This would cut the interest 
costs by close to one-half billion dollars on the total amount of hous- 
ing which the Government will require. 

As a personal observation, since our organization passed no resolu- 
tion on that subject, I applaud the provisions for housing especially 
adapted for the needs of elderly people, both in the arrangement of 
the housing units and in the financial terms which will be available. 
This is, indeed, a forward step which recognizes a need that is already 
great and which will increase as a larger proportion as well as a larger 
number of our population reach the age where there are only two in 
the family. 

Another forward step would be in the field of middle income hous- 
ing. This problem has come to the fore again as housing costs, espe- 
cially in the larger population centers, have risen. There is today, a 
shortage of housing for several million families whose incomes range 
from about $70 to $100 per week. For them, it is almost impossible to 
secure adequate decent housing if the wage earner of the family has 
to live within a limited travel time between his home and his place 
of work. H. R. 9517 introduced by Congressman Thompson of New 
Jersey, contains in title II, the provisions which are in accord with 
the resolutions passed at our 60th annual national convention held in 
Miami Beach, October 1955. I would respectfully urge that your 
committee consider that title in arriving at a decision on the bill you 
recommend to the House. You may recall that a bill of a similar 
nature failed by only three votes to get approval in the Senate in 1950. 
Since that time, the problem of the middle income group had become 
even more acute. In closing, I would say to this committee what | 
understand was once said by a noted financier. “I want lawyers who 
can tell me how to get done what I want rather than lawyers who 
tell me what cannot be done.” I believe that the members of your 
committee can find the legislative means to get done what is needed. 

Thank you very much. 

Mr. Brown. Any questions? 

Mr. Werrzer. I want to express my appreciation for the support of 
that section of the bill which the American Legion seemed to oppose 
a while ago. I appreciate that statement. 

Someone raised a question of liquidity. I think every insurance 
company has exactly that same problem. I happen to carry insurance 
in four different insurance companies besides carrying national Gov- 
ernment life insurance from World War I. I read the financial 


1On the mortgage. The FHA gives its usual guaranty on such mortgages. 
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statements of these four big insurance companies. One is Pruden- 
tial, the other is Penn Mutual of Pennsylvania, the other is Union 
Central of Ohio, and the fourth one is Connecticut General Life of 
Connecticut. All those operate under very strict insurance laws 
because all operate in the State of New York and the State of Con- 
necticut and I happen to know in both those States the insurance 
laws are very strict. 

In examining their statements I find they carry a very substantial 
percentage of mortgage loans, of this kind of mortgage loans, too, 
FHA guaranteed loans as well as veterans’ loans, and also the conven- 
tional loans which they are making all the time. 

[ cannot quite understand what the objection could be to putting 
home of this national service life insurance fund into an investment 
of that kind. 

Mr. Brown. Any further questions? 

Mr. Weitzer, we are always glad to have you. Thank you for 
coming. You may be excused. 

The committee will adjourn to reconvene at 2 o’clock. 

(Whereupon, at 12:15 p. m. the hearing was adjourned to recon- 
vene at 2 p. m. the same day.) 


AFTER RECESS 


The committee met at 2:13 p. m., Hon. Paul Brown presiding. 

Present: Messrs. Brown (presiding), Patman, Mrs. Sullivan, 
Messrs. Talle, McDonough, and Betts. 

Mr. Brown. The committee will come to order. 


Come around, Dr. Anderson. Dr. Anderson, I understand you 
wanted to get away at 3 o’clock. 

Dr. ANDERSON. That is all right, sir. 

Mr. Brown. You may proceed. 


STATEMENT OF DR. HURST R. ANDERSON, PRESIDENT, THE 
AMERICAN UNIVERSITY 


Dr. Anperson. Thank you, sir. 

[ have here a statement which I shall read. It is very brief. 

Iam Hurst R. Anderson, president of the American University. I 
am appearing as a member and representative of the committee on 
relationships of higher education to the Federal Government of the 
American Council on Education. The council membership includes 
139 organizations and 962 institutions, among them nearly all the 
accredited junior colleges, colleges, and universities in the United 
States. I have also been authorized to speak, on this occasion, for 
the American Association of Land Grant Colleges and State Uni- 
versities, the Association of American Colleges, and the Association 
for Higher Education of the National Education Association. 

In other words, for all of American higher education. 

The only amendment to the college housing loan program proposed 
in H. R. 10157 would increase the total amount authorized for lovns 
from $500 million to $750 million. We have noted that the same 
recommendation has been made by the Subcommittee on Housing of 
the Banking and Currency C ommittee of the Senate. We believe such 
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an increase is desirable, in view of the demonstrable need of the edu- 
cational institutions eligible to take advantage of the program. 

It should be pointed out, however, that the need for this provision 
will be substantially reduced, unless the current formula, under which 
loans are made at a favorable interest rate, is continued. Mainte- 
nance of the rate formula is relevant, because a change, which would 
seriously restrict the ability of the colleges to use these loans, has 
been proposed in H. R. 9537 and was advocated before the Senate 
Banking and Currency Committee. 

= position, briefly, is this: 

. There is a clear and present need for additional college housing. 

7 think all of us are well aware of the fact that the college enroll- 
ment situation is going to change materially in the next dec ade, and 
even less, and we ‘simply must find ways for preparing for these in- 
creased enrollments. The college housing loan program, with the 
present rate formula, is helping in a substantial way to meet this need. 

The present rate formula adequately protects the Government in 
its fiscal operations. 

College enrollments have mereased more than 80 percent since 1939 
and are now at an alltime high. A minimum additional increase of 
70 percent is forecast in the next 10 years. Only in the last 3 years 
have colleges and universities been able to devote major attention to 
construction of permanent buildings. During the preceding 12 years, 
encompassing World War II and the Korean war, such construction 
was either not permitted or was postponed in favor of temporary 
construction to meet the enrollment crisis caused by the return of 
World War IT veterans. 

The temporary housing made possible by the Lanham Act has out- 
lived its usefulness and must be replaced: and a great deal of addi- 
tional housing must be provided if hundreds of thousands of students 
who will be clamoring for admission in the next few years are not to 
be denied the opportunity for a college education. 

The problem is how to get the job done without burdening the tax- 
payer. That is really the essential problem. 

The importance of the interest rate to the success of the program 
is shown by the official reports from the Housing and Home Fi ne e 
Agency. In 1954, a formula was adopted which set the rate at 31 
percent. A year later, the present formula, which has thus far held 
the rate at 2.75 percent, was approved. 

This is a flexible formula, not a static one. It goes up and down as 
the return on Government investments goes up and down. This 
reduction of one-half of 1 percent has more than quadrupled the rate 
of loan applications. The average amount loaned and reserved per 
month is more than six times as great now as in the preceding period. 
There can be no question, therefore, that the program, as now oper 
ated under the present legislation, is having the result which the 
Congress desired. 

That is, stimulation of the construction of those facilities so badly 
needed. 

It has been estimated that there will be bona fide applications on 
file with the HHFA by June 30 of this year totaling $578 million. If 
applications continue at the present rate, an additional $200 million 
san be anticipated in the next fiscal year. That brings it up to the 
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275 million proposed in the legislation. Hence the authorization at 
this time of $250 million in additional funds is prudent and 
reasonable. 

The statement has been made, in an effort to justify an increase in the 
interest rate, that the Treasury—this is a very important part of this, 
Mr. Chairman—the Treasury is making long-term loans to the colleges 
at a rate lower than that of long-term Treasury borrowings. Econo- 
mists who have acted as consultants to the Council’s Committee on 
Relationships of Higher Education to the Federal Government have 
pointed out that this argument involves a serious oversimplification. 

When the Treasury floats a long-term bond issue, the entire loan 
becomes due at the maturity date. College housing loans are of a 
different type. They resemble mortgages, in that portions of the 
principal are repaid at regular intervals before the final maturity date. 

In eifect, therefore, these loans are combinations of loans of varying 
terms, some quite short. Hence there is strong logical justification for 
the present formula, which ties the interest rate to the average rate for 
all interest-bearing obligations of the United States, combining the 
short and long term into one formula. 

The formula provides another protection to the Treasury, since 2.75 
percent is established as the floor, not the ceiling. Whenever the aver- 
age interest rate on all interest-bearing obligations of the United 
States exceeds 2% percent per annum, the rate charged the colleges 
will be raised accordingly. This is in the present law and is in the law 
that was written last year so that there is no danger in overreaching 
the position that we would not be providing adequate return on these 
loans, a return which is equivalent to what the Government pays for 
all its loans. 

If the present trend continues, it is probable that the rate may go 
above the minimum before the end of this fiscal year, which all of us 
realize, of course. In any event, there is always adequate return on 
the money corm 

We are aware, Mr. Chairman, that during these hearings you will 
receive seoniiitlinn statements about this program. One basic reason 
is the scarcity of factual information on college housing. We simply 
do not know, and no one knows, how many dormitories have been con- 
structed since 1950, how they have been financed, how the total volume 
of construction has varied from year to year, or how the proportions 
of financing from different sources have varied from year to year, al- 
though there is ample evidence that Federal loans have never been the 
sole source of funds, and that a considerable volume of construction 
has been financed outside the program during its entire existence, in- 
cluding the past year. 

The American Council on Education has authorized a comprehen 
sive study. This is going forward now under the direction of the 
Business School of Indiana University, and will be completed and 
available to the members of this committee before the opening of the 
next session of Congress. It may be that this study will suggest im 
provements in the program. We feel this information ought to be 
available. We are going to get it and make it available to this com 
mittee. 

In the meantime, we urge the committee not to change the program 
in response to allegations ‘and surmises, but to continue it for another 
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year with sufficient additional funds, as provided in H. R. 10157, to 
make it fully effective. We also hope that the existing administra- 
tive arrangement, involving shared meee between the HHFA 
and the Office of Education, will not be disturbed. 

I think I should say a word about that last sentence. The procedure 
in the handling of these loans has been a very simple one; when an 
institution makes application, the first job is to find out whether or 
not from an educational point of view it is desirable for X institution 
to build the facilities that it wishes, so the United States Office of 
Education sends a committee in to make a study of the situation from 
the standpoint of educational need. 

After the need then has been established, or, of course, the reverse 
may be the case, but if the need is established, then it goes to the agency 
for the purpose of seeing how it can be finished. The point is this 
cooperative arrangement between the Office of Education and the lend- 
ing agency from the standpoint of handling an educational problem 
seems to the educational groups in this country to be a very wise coop- 
erative arrangement. There on been some suggestion that this should 
be altered, and I will admit that an agency that has to handle this 
problem would probably feel it was simpler if just one agency had to 
do it alone and it might come to the conclusion it is primarily a banking 
wrong and not an educational problem but the fact is, gentlemen, it 
1s both. 

It is both a lending and banking operation. It is also an educational 
problem. And if you deny either, you fail to see the full implication 
of this whole bill. 

I think the issues are really fairly simple here. The question is, 
does the Congress feel that it is important to make adequate provision 
for the educational facilities going to be needed in the next decade, and 
if you come to the conclusion that we as a people must find some way 
to speed up the construction of educational facilities, then you have to 
ask the further question, how can this be done? This proposal has 
been in operation and is working very satisfactorily at the moment. 
The only difficulty is there isn’t quite enough money available to take 
care of the demands and the needs, and this is going to be an increas- 
ingly difficult problem. The only proposal here, and the basic philos- 
ophy is that here is a way to help American higher education provide 
the facilities without costing the taxpayer a penny. The universities 
assume the obligation. They assume the responsibility for amortiz- 
ing the loans and for paying interest based on the average rate of 
interest according to the present law, the present formula, the average 
rate of interest on short and long term borrowings both, because these 
are both short and long term loans, wrapped up in one package for the 
purpose of financing the operation. 

Mr. Brown. You represent all the colleges, including the junior 
colleges ? . 

Mr. Anpverson. I represent the American Council on Education 
and, of course, all the agencies that are included in the American 
Council on Education. The American Association of Junior Colleges 
is one of those agencies. Hence, I do represent the junior colleges. 

Mr. Brown. I notice you represent the land grant colleges, too. 


The University of Georgia is a land grant college, and is in my 
district. 
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Mr. Anverson. Yes, sir. This testimony is not personal. This is 
the testimony prepared and thought through carefully over a period 
of time for your consideration by all of the educational agencies repre- 
senting higher education in America. 

Mr. Brown. Dr. Anderson, do you believe the rate of interest 
should be increased ? 

Mr. ANpERSON. No; it should not be increased, sir. 

Mr. Brown. You are against increasing the interest ! 

Mr. Anprrson. Indeed, sir. 

Mr. Brown. Why are you against increasing the loans? 

Mr. Anperson. Because the present bill protects the Government or 
the people, the taxpayers adequately by providing for a loan rate based 
on the average return on all Government borrowings. 

Mr. Brown. Some witness testified the other day that the Govern- 
ment now had to pay 3 percent interest on loans. 

Mr. ANperson. Sir, it is quite possible that in a given period of time, 
on some loans, the interest rate would be higher than this. What we 
are talking about is the average rate of interest on all Government 
borrowings. Now if that average rate goes up, the law provides this 
now, if that average rate goes up, then this rate to the colleges will go 
up with it. 

In other words, we are not and never have taken the position that 
this ought to cost the taxpayer anything. We simply have tried to 
help provide or help suggest a formula which would protect the public, 
and still give the educational institutions the opportunity of borrowing 
ata rate of interest which would encourage the development of those 
facilities which we need so badly to carry forward the program with 
the larger college enrollments that are in the offing. 

Mr. Brown. I notice the administration is advocating an increase 
for the housing loan policies in the amount of a hundred million dol- 
lars. The Rains bill calls for $250 million. 

Mr. Anperson. That is correct. We are favoring the Rains posi- 
tion on this, for the following reason: Not because of any casually or 
quickly reached conclusion, but because we have made estimates of the 
probable need growing out of applications at the rate in which they 
are now being processed and we have come to the conclusion that the 
Rains formula is closer to the facts of the situation than the other bill 
which involves a lesser increase. In other words, we are not guessing 
at this, Mr. Chairman. 

Mr. Brown. My attention has been called to the fact that you pay 
one-fourth of 1 percent, plus what the money costs the Government. 

_Mr. Anperson. That is correct. The one-fourth is for administra- 
tive purposes. The question is, is that adequate? Figure it up. All 
you have to do is take one-fourth of 1 percent of 500 million, which is 
the amount now without the increase and you get over a million dollars 
annually, which is more than the administrative agency says it needs 
to operate on. 

In other words, the administrative agency has felt it needed a 
million dollars to operate this program. QOne-fourth of 1 percent 
of just 500 million, exclusive of the additional 250 million, would 
produce over a million, which is more than the administrative de- 
mands of the situation. So that the one-fourth of 1 percent covers 
the administrative cost, plus. 
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Mr. Brown. What do you think of the proposal in the Rains bill 

to make 50-year loans at 314 percent available to nonprofit corpo- 
rations to build housing for the elderly, along the lines of the college 

housing program. 

Mr. Anverson. Well, sir, I am not—I represent the educational 
agencies, and it is not—we are not experts in this field, I think, and 
I have not been authorized to speak on that, sir. 

Mr. Brown. Dr. Talle, are there any questions? 

Mr. Tatite. Mr. Chairman—I remember your testimony of last 
year, President Anderson. It was first rate. 

Mr. Anpverson. Yes. 

Mr. Tate. I want to wish you continued success in your important 
work. 

I was wondering if you have any figures on the length of life of 
well-constructed school buildings, that are maintained reasonably 
well. 

Mr. Anperson. There is an absence of definitive statistical material 
on this, but you, I think yourself, were an administrative officer at 
one time of an educational institution, I recall. and I think we all 
well realize that 50 years—buildings are not half used when they are 
only 50 years old. These educational buildings go on and on and on, 
and even the temporary structures last longer than they should, but the 
40 or 50 years in this bill for the amortization period is much less 
than the life of the college and university buildings in America by a 
lot. A good many of these buildings are 100 years old and more, and 
still being used. ‘They have to be remodeled and cared for care fully, 
of course, but these buildings have a tendency to last and last and 
last. We can’t afford to do anything else. We have to make them 
last. 

Mr. Tatrr. There is a little country school out in the Middle West 
that pupils used to leave their initials on, especially the old desks, 
and it is still in use and in good condition. I wasn’t born yesterday 
and my father attended that little country school. If school buildings 
are well taken care of, they last a long time. 

Mr. Anverson. Yes; they do. They have to be well cared for be- 
cause they had to last. That is part of the problem of running our 
educational plants. We have to make them last. They will last a 
long time. 

Mr. Tatir. Thank you, Mr. Chairman. 

Mr. Brown. Mr. McDonough? 

Mr. McDonovcan. No questions. 

Mr. Brown. Mr. Betts? 

Mr. Berrs. Dr. Anderson, did I understand, this program is avail- 
able to both private colleges and public supported colleges? 

Mr. Anperson. That is correct. 

Mr. Berrs. Do you have any figures or does your association have 
any figures which would show the amount of money that has been 
distributed between public institutions and private ? 

Mr. Anverson. I don’t happen to have it here, but I am sure we 
could supply the committee with those figures if you would like to 
have it. 

(The data requested above follows :) 
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College housing program: Distribution of loans by type of institution’? 


{Dollar amounts in thousands] 


Approved loans Fund reservations 2 Pending applications § 


Type of institution @ ] 
Number of |} Amount of | Number of |} Amount of Number of} Amount of 
projects loans projects loans projects loans 


| 
| 


Public institutions 4___- - 66 | $72, 887 | { $0), 2° 97. 526 


ate institutions 186 131, 239 | 43, 571 


Total institutions_--___- 252 204, 126 2 5, 723 56 71, 097 


1 As of Apr. 30, 1956. 

Preliminary reservation of funds; loan approval dependent upon review of full application. 

’ Application under review prior to preliminary reservation of funds. 
4 Institution controlled by State, municipal, or district governments. 

Mr. Betrs. I think another witness was asked the same question. 
I think that is important. As I remarked the other day, I an inter- 
ested in the small private college, because I think the public supported 
institutions have a lot more opportunity to avail themselves of public 
money than the private colleges. 

Mr. Anperson. Of course, we all know there are certain ways in 
which public institutions have of financing operations that private 
institutions do not have. These bills or this bill, of course, is special, 
well, especially advantageous to the private institutions, of course, but 
it is also an advantage to the public supported institutions. 

Mr. Berrs. You feel the privately supported college is taking advan 
tage of this program ? 

Mr. Anperson. They are beginning to, sir. I have been in this type 
of institution all my life, and I know a little bit about how this has 
worked in relation to these institutions. They are really the bulk of 
the Association of American Colleges. You may have noticed that I 
speak for the Association of American Colleges. T happen to be the 

hairman of one of their major committees and I know what has 
happened to these colleges. 

Since the change in the interest rate from 314 to the base which 
has now been operating for a period, at 234’s, which will go wp and 
down as the average rate on Government borrowings goes up and 
down, when with that lower interest rate the private colleges—and 
[ am sure this would also be true of the public institutions—but the 
private colleges have found it possible to build these dormitories and 
charge the room rent that is necessary to amortize them. 

You see the trouble is you get the room rent too high if the interest 
rate is too high. 

The institutions in the Midwest, for instance, which you know 
very well 

‘{r. Berrs. Like in Ohio, there are a lot in Ohio where I come from. 

Mr. Anprerson. I happen to be, too, and I know the institutions 
in Ohio very well. I know what the room rent rates are in those 
institutions. It wasn’t until the interest rate was dropped below the 
314 point that these, many of these midwestern institutions found it 
possible to construct the very badly-needed residence facilities. 

This bill was set up in the hope it would provide a way to accom- 
plish what we all need in the field of higher education without costing 
the taxpayer. That is the possibility of all this. Now it is going to 
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work. This is my point. It is beginning to work. When it is begin- 
ning to work, let’s not tamper with it. Let it go and get the facilities 
constructed that we need. We are not putting a burden on anybody. 
This isn’t a gift. This is a loan operation, dedicated to the improve- 
ment of American educational facilities. It is a sound business 
arrangement. The interest rate is low enough to repa the Treasury, 
in terms of the average rate on its borrowing. While we have got 
this thing moving, let’s not tamper with it. That is our only point, 
really. 

Min Berrts. I think there is one situation where a public-supported 
educational institution might have an advantage over a private insti- 
tution. That is in planning the college penning. The public-sup- 
ported college, like a State university, could probably use public inde 
to initiate the planning, and then turn that over to the Government 
housing authorities and say “Here is what we want”. Whereas, the 
private college would be at a loss for funds to even do that. 

As I understand it, there is some provision in some of this pending 
legislation which would permit advances for that purpose. 

Mr. Anperson. That is correct. 

Mr. Berrs. Do you have any views on that? 

Mr. Anperson. We think that is a very desirable addition. 

Mr. Berrs. You would be in favor of that? 

Mr. ANperson. Yes. 

Mr. Berrs. That would be putting it on equal footing. 

Mr. Anprerson. We think that is an improvement. 

Mr. Betts. That is all. Thank you. 

Mr. Brown. Are there any other questions, gentlemen ? 

(No response.) 

Mr. Brown. Thank you, Doctor, for testifying. We appreciate 
your views very much. 

Mr. Anperson. Thank you very much. 

Mr. Brown. Are there any other questions, Mr. Betts? 

Mr. Berrs. I have no further questions. 

Mr. Brown. Call the next witness, Mr. Clerk. 

Mr. Carpon. Mr. Chairman, the next witness is Mr. Wallace J. 
Campbell, director of the Washington office, Cooperative League of 
the United States of America. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF UNITED STATES OF AMERICA 


Mr. Brown. All right, Mr. Campbell, you may proceed. 

Mr. Camppsett. Thank you very much. 

Mr. Chairman, and members of the committee, my name is Wallace 
J. Campbell. I am a director of the Washington office of the Coop- 
erative League of the United States of America. 

The cooperative league is very pleased to have an opportunity to pre- 
sent its views on the proposed housing act of 1956. We feel this is 
an area of very great need and one in which we feel this committee can 
provide able and constructive leadership. 

The cooperative league, is a national federation of consumer, sup- 
ply and service cooperatives, including cooperative housing associa- 
tions. Its affiliated member organizations include in their member- 
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ship approximately 13 million different families who own coopera- 
tive businesses of various kinds through which they obtain farm sup- 
plies, insurance, consumer goods, electric power, savings and credit, 
health services, housing and other needs. These 13 million families 
represent a very large group of American taxpayers who have a 
general public interest as well as a specific interest in cooperatives 
as such. For that reason, we are in support of many of the general 
provisions of the bills which are before you, because these provisions 
are in the public interest. As taxpayers we expect to carry our por- 
tion of the load of any of the costs of programs of slum clearance, 
public housing, and other developments in this field which make 
for better cities and a better nation. 

To speak first in very general terms, the cooperative league be- 
lieves that for part of the American population it will be necessary 
to subsidize housing for those who cannot afford decent housing under 
present-day circumstances. The Housing Act of 1949 made a great 
stride toward achieving that goal by authorizing what we believe 
to be an adequate program of public housing and slum clearance. 
Unfortunately, the provisions of that act have not been carried out. 
They provide the kind of target for which we should aid in this 
year’s legislation. 

I am happy to point out the Senate, in approving its bill yesterday, 
approved that formula in the public housing field. 

Measures to implement that act are included in the bill introduced 
hy Senator Lehman and seven of his colleagues in the Senate, and 
are embodied in House bills H. R. 10296 and H. R. 9517, introduced 
by Congressmen Davidson, of New York, and Thompson of New 
Jersey. There are a large number of provisions in these measures 
which we would urge this committee to give careful consideration. 

The bill now before your committee, H. R. 10157, introduced by 
Congressman Rains, of Alabama, is a very practical and effective 
piece of legislation to meet the immediate needs ahead of us. We are 
happy to give this our sincere endorsement. 

We feel, as do many other of the organizations which will appear 
before you, that middle-income housing is still the greatest unmet 
need and that a great deal of constructive work needs to be done in 
that field. An adequate, effective program could make it possible 
for hundreds of thousands of people to acquire their own homes and 
\o achieve the measure of independence that comes with such owner- 
ship without any subsidy of any kind on the part of the Government. 

Our most urgent appeal, therefore, is that this committee find a 
vay to set up a program for housing for middle-income families and 
elderly persons through a mortgage corporation which could facili- 
tate the work of cooperatives and other nonprofit organizations in 
bringing homeownership to more people. It would be possible to do 
this by cutting out the direct loan program for individual families 
which is contained in the middle-income sections of the Lehman, 
Davidson, and Thompson bills, omitting that, and enact the remainder 
of that section as it is now drafted. 

In simple terms, such a program would make it possible for the 
Government to make a comparatively small investment in a mortgage 
corporation. Additional investment could be secured from trade- 
union pension funds, retirement programs, and other sources of capl- 
tal which cannot now tie up their funds for long periods of time such 





260 HOUSING ACT OF 1956 


as are required for FHA cooperative 40-year mortgages. Those funds 
would buy the debentures of a mortgage corporation. Such deben- 
tures could be issued in shorter terms, providing a greater flexibility 
in investment for the unions and other funds. This would tap the 
largest single unused source of investment capital for housing. It 
would also make it possible for trade unions, through directed invest- 
ment, to enable their members to acquire homes of their own through 
the cooperative housing program. 

This program would apply to housing for middle-income families 
the principles involved in the rural electrification program with which 
you are also familiar. 

It would, however, take one further step in securing the capital 
involved from outside sources instead of depending upon direct loans 
from Government capital, which is the case with REA. 

May we now turn our attention to several of the important elements 
of the Rains bills. First, we feel that the program of housing for 
elderly persons under title III uses the best elements of the college 
housing program which has proved itself to be so effective in meeting 
an established need. We commend this program, but request one point 
of clarification. The bill provides that loans be made to any corpora- 
tion as defined in section 304 (2). That definition, in our judgment, 
is intended to include cooperatives as well as other nonprofit corpora- 
tions. We believe, however, that to assure the right of nonprofit co- 
operatives to participate in the program, that this should be spelled 
out in the legislation or in the legislative history so there will be no 
misunderstanding on the part of those who administer the law. 

Before turning to the section 213 program, to which the rest of my 
testimony is devoted I would like to bring you up to date on that 
program. ‘The cooperative housing program in FHA was enacted in 
1950, and completed its first 6 years on the 20th of April. In that 
period, there had been insured 311 projects. These projects provided 
33,000 dwelling units. Those are both in apartments and in individual 
free-standing homes. 

The mortgage value of those projects was $313 mililon. This is a 
substantial operation. It provides in 33,000 families the equivalent 
of a housing for a town of 100,000 people, so that the accomplishment 
is very substantial. We certainly appreciate the job that has been 
done in that field. 

Some of the defects in the program, and there are always defects 
in any program, are pointed out in report No. 2 of your Subcommittee 
on Housing, submitted under the chairmanship of Congressman 
Rains. 

It might be important for you to know that the section 213 coopera- 
tive program of FHA, has produced $8 million in income in fees and 
insurance. The losses to date under that program have been a little 
less than $2,000. The costs of operation have been very small com- 
pared to the $8 million income to the Government. Actually Uncle 
Sam is ahead substantially on this program to date. 

Section 104 of the bill before you makes several important changes 
in the cooperative housing section. One would increase the dollar 
limitations on cooperative housing mortgages in high cost areas by an 
amount not to exceed $1,000 per room. The actual amount of that 
increase would depend upon the discretion of the FHA Commissioner. 
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There has been some fear expressed by FHA that such a new ceiling in 
high-cost areas would permit luxury housing under section 2135. 
Actually, to apply such a provision to a 5-room dwelling in an apart- 
ment project in a high-cost area would provide a maximum of $18,500, 
which compares with a $20,000 maximum under section 203 of FHA. 

A 5-room apartment is a large apartment in a high-cost area, par- 
ticularly where fireproof, high-rise, elevator-type apartments are in- 
volved. The cooperative league i is certainly not urging the develop- 
ment of luxury housing, but we do feel the ceiling on mortgage insur- 
ance should be adequate to meet the need and should be comparable 
with the ceilings applicable to individual homes insured by FHA. 

Another part of section 104 would allow a builder who certifies to 
FHA that his project will be sold to a nonprofit cooperative to begin 
construction with mortgage insurance not exceeding 85 percent of the 
replacement cost of the property. On completion ‘the builder would 
sell the project to a cooperative under the presently operating terms 
of section 213. The object of this amendment would be to permit 
construction much earlier than is possible now under the long waiting 
periods involved in the organization of a cooperative. Under the 
present act this runs as high as 18 months to 2 years. 

The amendment provides safeguards to assure that the dwellings 
constructed would fit the standards now used in section 213 coopera- 
tive housing and would authorize controls to prevent any windfalls or 
any undue advantage to the builder under this section. 

The FHA has proposed instead that a builder be allowed to start 
construction under section 207 and sell the project under section 213 
on completion. This has substantial disadvantages, for it would re- 
quire the project to be built as a rental project with value rather than 
replacement cost as the basis for a mortgage ceiling. Rental housing 
traditionally provides smaller rooms, fewer bedrooms, and other fac- 
tors which make for good investment as rental housing, but which do 
not make good livability and desirable homeownership, which is the 
central feature of the cooperative program. 

The Rains bill, in title II, sections 304 and 305, would correct a 
serious defect in the current program. The Federal National Mort- 
gage Association has ruled arbitrarily that cooperative housing mort- 
gages can be purchased only at a discount of 2 percent of the face of 
the mortgage. 

FNMA immedi: ately imposed a 2-percent discount for such coopera- 
tive mortgages. This 2-percent penalty plus the other fees involved 
have made it impossible for cooperative project to use the $50 million 
of advance commitment authorization, which was provided to FNMA 
in that legislation. The Rains bill would direct FNMA to purchase 
mortgages under the special assistance program at 100 percent of the 
unpaid principal amount of the mortgage. This would apply to co- 
operative housing as well as other sections of the special assistance 
program. 

During the last few weeks, FNMA has changed its rates from 98 
percent to 99 percent for special assistance projects. This cuts the 
penalty to 1 percent. This is a step in the right direction. If, how- 
ever, FNMA was right in its reasoning when it established the 2 per- 
cent penalty—that the action was required in order to keep it in line 
with other housing costs—this is less justified than it was under that 
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type of reasoning. We can’t help but wonder whether this change of 
1 percent was not made to forestall action on the part of the Congress, 
which would, under the Rains bill, direct the Federal National Mort- 
gage Association to make the purchases at par. 

The Rains committee declared in its recent report that it was the 
intent of the Congress to furnish such mortgages at par. Up to April 
26, of this year, not 1 dime of the $50 million authorization had been 
used. On the 26th, and 27th, of April, however, four projects were 
taken by the Federal National Mortgage Association. This is such a 
recent bit of information that it doesn’t appear in my written testi- 
mony. The projects are in Reno, Nev., Merced, Calif., and New York, 
and they amount to about $414 million, or less than 10 percent of the 
authorization which was made to the Federal National Mortgage As- 
sociation last year. 

Section 305 (c) of the Rains bill would also direct FNMA to treat 
the $5 million State limitation as a revolving fund rather than a static 
ceiling. The background for this and the other problems involved 
with FNMA are treated in detail in our testimony before your sub- 
committee February 17. 

We are very happy that the committee has recommended and the 
legislation includes a directive to treat this as a revolving fund which 
was quite obviously the intent of the Congress when the law was passed 
last year. 

In order to make the current cooperative housing legislation compar- 
able with other sections of the Housing Act, we urge that the committee 
change the percentage of veterans required in a cooperative housing 
project from 65 percent to 50 percent. As you know, the law now 
requires a 65 percent veterans membership in order for the project to 
qualify for higher mortgage insurance than is available to a com- 
pletely nonveteran project. This proposal has the support of FHA 
and has been approved by the subcommittee in the Senate, as well as by 
your own subcommittee. 

The provision would also authorize including veterans of World 
War I along with World War IT in making the calculation of eligible 
veterans for a cooperative project. 

As your subcommittee on housing revealed in its studies, the urban 
renewal program is moving very on We believe it would speed 
the building of homes for people in these areas if the following change 
could be made in the urban renewal section. We propose that the 
FHA 213 program be used in such areas with a provision which would 
permit 100 percent mortgages on cooperative projects. We believe 
firmly that the participants should have equity in such a project. The 
FHA 213 program automatically calls for a 2 percent payment toward 
a working capital fund. 

This payment, together with the payment in cash for closing costs, 
would mean that the co-op members would have a reasonable equity in 
the project. 

The effect is to give the equivalent of a downpayment and the result- 
ant psychological effect of ownership in the initial stages of the project, 
while opening the market in urban renewal cents which otherwise 
would be closed to families with lower incomes. 

There are one or two other miscellaneous matters which we would 
like to bring to the attention of the committee. First, we understand 
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that in several of the measures which are now before you, housing for 
the elderly is written with mortgage insurance based on “value” 
rather than “replacement cost.” The recent history of the cooperative 
housing program when saddled with the “value” concept should make 
the committee aware that the use of the same concept in housing for the 
elderly would make it impossible for such a program to get any 
housing built. Tod. 

We feel very strongly on that issue. Our experience has indicated 
that that program calculated for a speculative investment program 
just will not work for this type of program. 

In the present urban renewal program, public housing is required 
to pay the entire cost of land acquisition, including slum demolition. 
Speculative housing, on the other hand, gets land for housing at a cost 
written down by Federal and local subsidies. We believe these two 
programs should be put on a comparable basis. This would be 
achieved by providing that public housing may take mmto account a 
waiver of taxes by a local community as the required capital contribu- 
tion by the city or local community toward the cost of land. 

We commend section 108 of the Rains bill for the provision author- 
izing the Commissioner of FHA to approve a mortgagor’s certification. 
Such certification shall be final and incontestable except for fraud or 
material misrepresentation on the part of the mortgagor. This provi- 
sion will make it possible for a builder or an organization to know that 
his undertaking 1s completed upon certification by the Commissioner 
unless he has willfully defrauded the Government. 

We wish to compliment Congressman O’Hara for his measure, H. I. 
9351, which would authorize the Small Business Administration to 
make low-cost loans to small business organizations forced to relocate 
due to slum clearance or urban renewal undertakings. 

Last year the Congress authorized the use of cooperative section 213 
of FELA in the acquisition of properties purchased by the residents 
from the Government, thereby making it possible for the Government 
to get out of the housing business through the sale of projects to ten- 
ants. We would like to see this provision extended to allow residents 
in a project to purchase that project from private ownership if such 
an undertaking meets the approval of the FHA Commissioner. This 
would make it possible for people to achieve home ownership of hous- 
ing built in het periods at lower cost. 

The Federal National Mortgage Association, under the law, has a 
ceiling of $15,000 per dwelling unit on any projects whose mortgages 
it purchases. The Administration has recommended lifting his ceil- 
ing under certain conditions. We feel such a change should apply 
also to cooperative housing units of more than three bedrooms, where 
larger families are involved. 

This would encourage adequate housing for larger families and 
would substitute the regular FHA ceiling on such mortgages for the 
arbitrary $15,000 ceiling now required by FNMA. 

We believe this committee has before it legislation which, if adopted 
at this session, could begin the process of providing proper shelter for 
millions of our people. Wecommend you for the work you are under- 
taking, in this highly important field. 
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Mr. Brown. Mr. Campbell, what do you think of the proposal in 
the Rains bill to make 50-year loans at 314 percent interest available 
to nonprofit organizations? 

Mr. Camrbe i. We feel that is a very commendable thing. Obvi- 
ously, there is a very great need for housing for the elderly. This 
need will not be met if you have to build houses and sell them to people 
who have only a few years left. The formula used in the Rains bill, 
since it has worked so well in college housing, might very well be 
adapted to housing for the elderly. 

Mr. Brown. It is my understanding that Fannie May has very 
recently increased its price in sections 202 and 203 from 98 to 99 per- 
cent. Do you think this goes far enough ? 

Mr. Camrse vt. [t isa step in the right direction, but it does not meet 
the recommendation made by your subcommittee, that the mortgages 
be purchased at par. We feel that it was the intent of Congress that 
they should be purchased at par. We see no reason at all for any 
discount. One of the prime functions of a cooperative housing proj- 
ect is to eliminate speculation in the financing of homes. When you 
have to buy at a discount or a premium, depending on the market, this 
tends to put speculative financing into cooperative housing, and since 
the FNMA loans pay their own way, both through fees and insurance, 
we see no reasons why there should be any penalty at all. 

Mr. Brown. What do you think of the part of the Rains bill which 
has a new proposal as regards commitments, with rempect to section 215 
cooperatives. What do you think about this device ? 

Mr. Camrseti. Well, the primary reason for that device is to make 
it possible to get started earlier on construction than you can under 
the present formula. 

I was involved in a project which we tried to get started along in 
1951 and 1952. It took us about 18 months to get organized. We had 
24 families involved and when the mortgage market got particularly 
tight in June 1953, it wasn’t possible to ge construction funds any place 
for love or money. Our project had to fail, with $200 loss to each of 
the 24 families involved. I could stand it because I had sold a house 
and was holding the income I got from the house. That is, literally, 
in terms of transferring my ownership from one house to the other, but 
some of the families couldn’t afford to lose $200. 

The loss was due primarily to the long process of organization. 
This technique proposed now would make it possible for a builder to 
certify that he would sell to a cooperative on completion of the 
dwelling, would use the same specifications in building the homes, 
that is, larger rooms, more bedrooms, in the projects, and so forth. 
Then sell it at cost as certified to FHA, to the cooperative upon com- 
pletion. We feel that is a satisfactory thing to do and that there are 
ample safeguards in the FHA setup to see that there would be no 
exploitation of that procedure, so we are in hearty accord with the 
proposal. 

Mr. Brown. I have heard of a proposal to permit a smaller FHA 
insurance premium for section 213 co-ops, for example, one-fourth of 
1 percent, instead of the usual one-half of 1 percent. What justifica 
tion would there be for that ? 

Mr. Camppe.i. Our organization hasn’t taken a position on thiat 
proposal yet so I am not at liberty to speak about it. I would think 
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if you want a personal judgment, that we should take a careful look 
at the experience and the costs involved in the section 213 loans. If 
the experience is such that FHA does not need the half percent 
premium, then the committee should give serious consideration to cut- 
ting that to a lower figure. Even before that is done, your subcom- 
mittee has pointed to a problem that is involved in that the fees that 
are charged to a cooperative project, filing for FHA mortgage insur- 
ance, turn out to be four times what the fees are for a 203 mortgage. 
Those probably ought to be brought in line before a study is made of 
the reduction of the insurance rate. Perh: aps at a later time we can 
express a firm opinion or the reduction of the interest rate. 

Mr, Brown. Have you any questions, Mr. Talle ? 

Mr. Tatix. No, thank you. 

Mr. Brown. Mr. Patman ? 

Mr. Patman. Mr. Campbell, this cooperative part of your state- 
ment relates to the middle income groups as I understand it. 

Mr. Campsetu. That is right. 

Mr. Patman. Then you also advocate the provision for housing 
for elderly people as proposed by Mr. O’Hara of Illinois? 

Mr. CamppetL. I think the provisions of his bill have been trans- 
ferred into the Rains billnow. Isthat right? 

Mr. Patman. It is my understanding that it is in the Rains bill. 

Mr. Campsett. I believe that is right. 

Mr. Parman. Is it proposed in the housing for elderly people that 
they would have their social security benefits adjusted to take care 
of the rents or would that be a part of their social security benefits ¢ 

Mr. Campsetu. I really don’t know that. I haven't made a study 
of that at all. 

Mr. Parman. Would the housing be available only for people on 
social security ? 

In other words, only for those who are in need or would it be avail 
able to people who are not nec essarily in need to the extent that they 
are eligible for social security benefits ? 

Mr. Camppety. As I recall it, there are two sections of this provi- 
sion. One is housing for the elderly under the same formula as col 
lege housing. In addition, there is a provision in the public hous 
ing section for 10,000 units for the elderly. As T recall it, there ts 
no “means test” in the section where direct loans are made, but there 
obviously would be in the section dealing with public housing for 
the elderly. The public housing units for the elderly are subsidized. 
The others are not subsidized. 

Mr. Parman. I want to commend you, Mr. Campbell, for this very 
fine statement. It is an excellent statement. It discloses that you 
have given a lot of thought to this subject. In fact, having known 
you over a period of 15 or 20 years, I know you have given a lot of 
thought to this subject of housing and I value your opinions on the 
questions embodying housing as well as other things. You have 
made a contribution to this committee in its endeavor to try to pass 
a good housing bill. 

I know your testimony will be helpful to all the members of the 
committee. 

The questions that was raised in answer to the Chairman’s question 
about these housing mortgages selling below par, I think is worthy 
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of a lot of consideration by this committee. Don’t you think that 
has practically stopped the cooperative housing ¢ 

Mr. Campseiy. That is right. 

Mr. Parman. They are selling below par. 

Mr. Cameseiu. Up to the 27th of April, no use has been made at all 
of that $50 million FNMA authorization. 

Mr. Parman. I know there are some people who are determined 
to raise interest rates in this country. I wish they would give consid- 
eration to the fact that every time they raise the interest rate, they 
unbalance every budget in America—the Federal budget, States, 
counties, cities, political subdivisions, all corporations, cooperatives, 
partnerships, individuals, families, and eta. mace budget is unbal- 
anced by an increase in interest rates. I can’t understand why this 
determination to keep on raising interest rates is done. It is puttin 
an awful strain on the economy of this Nation. I can’t understan 
it. I don’t question the sincerity, honestry, or patriotism of anyone. 

I know it is a question on which honest cas can properly differ, 
but it is so obvious that they are using the method of trying to control 
inflation, or what they claim to be a method to control inflation, that 
just raises interest rates. 

There are so many other weapons they can use, so many other ways 
they can go about controlling inflation. It is not necessary to raise 
interest rates every time you want to control inflation, and I just 
am very sorry that they have let these housing mortgages go below 
par, or Government bonds either, for that matter, because they are 
guaranteed by the Government, they are the same as Government 
cbligations, and instead of preventing speculation, it looks like specu- 
lation is being encouraged. 

It is a terrible thing. It looks like we want to do the same thing 
we did in 1953 and 1954. You will recall in 1953 the bonds were 
forced down to about 92 and then, of course, a lot of people bought 
up bonds. Then they went right on back up in 1954 and they sold 
their bonds, and the profits of just a few of the commercial banks 
in this country engaging in speculating activities—that is, buying and 
selling government bonds, their profits ran from $39 million in 1953 
to $416 million in 1954, or a profit of 966 percent in 1 year. Now those 
are official figures, and it looks like we are going through the same 
thing again, run bonds way down, then allow them to go up, buy them 
low, sell them high. 

Now that is very fine for people in the know, you know, who are 
just thinking about their profits and not thinking about the country 
and not thinking about other folks. I guess it is all right from strictly 
a personal selfish standpoint, for the person who is in position to 
engage in speculative activities like that, but it is awfully hard on 
the country, hard on home builders. 

You are also interested in farming, aren’t you, Mr. Campbell ? 

Mr. CampsBE.i. Yes, indeed. 

Mr. Parman. Your cooperative has a lot of interest 

Mr. Campse.i. The majority of our members are farmers. 

Mr. Parman. Family-type farmers, aren’t they ? 

Mr. Campseti. All of thm. 

Mr. Parman. Don’t you consider interest rates about the most im- 
portant factor in causing the farmers to take less for what they sell 
and pay more for what they buy than most anything else ? 
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Mr. Campseti. It makes a tremendous difference in the farmer’s 
income. It makes a great difference in his living. You remember 
in the REA program what a difference it has made for the farmers 
to be able to borrow money at 3 percent and in some cases at 2 per- 
cent, to build electric lines, where they couldn't possibly have built 
those same lines and served themselves at 6 percent interest, for 
example. 

Mr. Parman. I think it goes way beyond that. I asked Mr. Martin, 
Chairman of the Federal Reserve Board, about the farmers’ interest 
rate, and he was very quick to point out that the farmers’ rate gen- 
erally was rather low in comparison to some other rates, but that is 
not the whole story the way I see it. 

Now when a farmer produces something, and it moves to the market, 
we will say it moves through at least 10 hands—and I think that is 
the minimum. I believe you agree to that—from the farmers to the 
consumer, including the manufacturing, processing, packaging, trans- 
porting, and distribution systems. Now we will take for instance, an 
increase of one-half of 1 percent in the basic interest rate. 

Well the farmer, when that product begins to move to the con- 
sumer, it is taken out of his price. He is unprotected. He just can’t 
do a thing about it, and so it is every one of the 10 that takes out 
the increased interest rates clear on down to the consumer. 

Let’s take his price. That means the farmer gets less. Then on 
the other hand, when he buys a piece of machinery, everything from 
the iron ore, and the barge, and the blast furnace, the pig iron, the 
steel, and the fabricating and the transporting, and the distribution 
of the farm machinery right on down to the farmer, we will say 
there are just 10. That interest rate has been added on every time, 
the farmer being the only unorganized one and unprotected one. 

Therefore, the farmer has had the interest rate taken out.of what 
he has sold—he has had added onto what he buys, and he is consid- 
erably crippled, and have you noticed that since the interest rate 
was broken March 4, 1951, when the Open Market Committee defied 
the Government of the United States, and the President of the United 
States, went contrary to their agreement with the President, and 
broke the long-term interest rate of 214 percent, March 4, 1951, 
havent you noticed that ever since then, the farmer has been going 
down, down, down, in what he sold, and that everything that he is 
buying has been going up, up, up? 

Have you noticed that, Mr. Campbell? 

Mr. Camppeii. I hadn’t identified it with that date, but it cer- 
tainly is true that the farmer’s income is down about 30 percent since 
1951. 

Mr. Parman. That is right. I have watched it. This is not parti- 
san in the sense that it is a matter between the Democrats or Republi- 
cans. It started under the Democrats, and it came on down to 1952 
and has continued on down. It has continued ever since that time. 
Of course, I think the Republicans should have stopped it. They 
didn’t. I think the Democrats should have stopped it. They didn't 
stop it. President Truman, to his credit, it can be said, he opposed 
it, and he had a promise out of the Open Market Committee it would 
not be done, but they violated that promise. They violated that 
promise, and ever since then they have been increasing interest rates 
and increasing interest rates, all the time, all under the guise and 
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under the pretense of fighting inflation, when I think it is the flimsiest 
kind of excuse. 

I hope that something can be done about it. It is a great challenge 
to this Congress. I think every Member of Congress has an obligation 
and responsibility in it. We are just seeing it go on here every day. 
You take since 1952, for instance, the amount of interest, aggregate 
interest paid by the people generally has increased over $4 billion. 
It is just a coincidence, I am sure, but the loss taken by the farmer 
has been $4 billion. 

You know, as people spend their money, the more they have to spend 
for interest, the less they have to spend for necessities and comforts 
of life, and I think it is a terrible thing and I wish your organization 
would give consideration to that and see if you can do something to 
help us stop it. 

Mr. Campsety. It is quite obvious the increase in interest rates is 
going to cut down the amount of home building this year from a 
possible 1.8 million or 1.4 million to possibly 1.1 million, 1.2 million 
units. The industry generally credits that drop in potential this year 
to the increase in interest rates. 

Mr. Parman. I know that we think that we have built-in protection 
against depressions, and I believe that a depression is, if not manmade, 
is man permitted. We don’t have to have them. We can stop them. 
They are not necessary, but they can come up on us awfully fast, and 
there are some very bad signs in sight right now. You take General 
Motors, cutting out today, no production today. That is just one 
indication—overproduction. 

You see, back during the great depression, they said it was over- 
production. We had overproduced. We hadn’t overproduced. Peo- 
ple just didn’t have the ability to buy. They didn’t have purchasing 
power. We can look back now and see that they were starving during 
a time of plenty, just failure to have purchasing power, and I do hope 
these people, our money managers and our money masters placed in 
charge by this Congress, and over whom, for obvious reasons, we have 
no control, will at least have a heart and not be so cruel as they are 
doing right now, and it looks like they are forcing this country into 
another devastating depression. 

Mr. Brown. Any other questions ? 

Mr. Parman. That is all. 

Mr. Brown. Mr. Betts? 

Mr. Berts. I have no questions. 

Mr. Brown. Mrs. Sullivan ? 

Mrs. Suuiivan. None, thank you. 

Mr. Brown. We are very glad, Mr. Campbell, to have your testi- 
mony. You may be excused now. 

Mr. Campseti. Thank you very much. 

Mr. Brown. Mr. Clerk, does this finish all the witnesses today ? 

Mr. Carpon. Yes, sir. 

Mr. Brown. When do we meet again? 

Mr. Carpon. Ten o’clock Monday. 

Mr. Brown. Let’s adjourn now to convene at 10 o’clock Monday. 

(The following statement was submitted to the committee for 
inclusion in the record :) 
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AMERICAN ASSOCIATION OF 
LAND-GRANT COLLEGES AND STATE UNIVERSITIES, 
Washington, D. C., May 21, 1956. 
Hon. Brent SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


DEAR Mr. SPENCE: The executive committee of the American Association of 
Land-Grant Colleges and State Universities has asked me to submit for the 
record of the current hearings on H. R. 10157, the Housing Act of 1956, a brief 
statement as to the association's position on this legislation. 

In a desire to conserve the time of the committee, this association, along with 
several others, authorized President Hurst Anderson of American University to 
represent them when he appeared before you as a witness representing the 
American Council on Education. As Dr. Anderson stated, our member institu- 
tions support retention of the present formula for computing the interest rate 
to be paid by colleges and universities on housing loans, and an increase in loan 
fund authorization as provided in H. R. 10157 to take care of the anticipated 
volume of loan applications. 

We are cooperating with the American Council on Education in its study of 
the financing of college housing facilities, which should give a sound factual 
basis for discussion of a matter about which there is now insufficient informa- 
tion. We do know now that there has been a considerable volume of non-Federal 
financing of college housing construction since the present Federal loan-rate 
formula went into effect, some of which is definitely by private lending interests. 
We emphatically do not agree with the suggestion of representatives of the 
Housing and Home Finance Agency that the loan interest rate be raised suffi- 
ciently to get most public colleges and universities out of the Federal program. 
Such an action would make college housing amortization more expensive for both 
private and public colleges and universities, and would represent a somewhat 
astonishing attitude as to the relationship of public institutions to public funds. 

Our executive committee has asked me to say also that it believes the use by 
the Housing and Home Finance Agency of the services of the United States Office 
of Education to make certain determinations in connection with the program has 
been helpful and is educationally sound. This arrangement was entered into 
when the program was initiated some years ago, following a conference between 
representatives of the Housing and Home Finance Agency, the Office of Educa- 
tion, and invited representatives of several educational groups. 

Sincerely, 
RussE.Lt I. THackKreEy, Executive Secretary. 


(Whereupon, at 3:17 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, May 14, 1956.) 
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MONDAY, MAY 14, 1956 


House or RepresENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
New Hovse Orrice Butpine, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence (presiding), Brown, Rains, Multer, 
O’Hara, Mrs. Sullivan, Messrs. Fountain, Reuss, Vanik, Holland, 
Talle, Kilburn, Widnall, Betts, McVey, and Nicholson. 

The Cuarman. The committee will be in order. We will resume 
the hearings on H. R. 10157. 

Call the first witness Mr. Clerk. 

The Crerx. The first witness, Mr. Chairman, is Mr. Boris Shishkin, 
representing the AFL and CIO. He is accompanied by Mr. John 
Edelman. 

The Cmarrman. We are glad to have your views, Mr. Shishkin. We 


are glad you can appear here this morning. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, AFL-CIO; ACCOMPANIED BY JOHN EDELMAN 


Mr. Suisuxin. Thank you, Mr. Chairman. 

I am very glad to have the opportunity to appear before your com- 
mittee and to present the views of the AFL-CIO on what we consider 
to be one of the most vital issues before the country. It is a vital issue 
not only because of the need for housing that confronts this country 
to such a very acute extent, but also because any program to step up 
the housing activities in this land of ours is going to have a crucial 
effect on the economic future. 

The strategic role housing plays in the national economy has never 
been more evident than it is this year. A high rate of residential con- 
struction in 1956 would virtually assure continued economic pros- 
perity. Instead, we have witnessed a serious decline in housing 
activity. First quarter private starts (seasonally adjusted) were 10 
percent below the 1955 average. Although the April figures are not 
out yet, there is no indication that the April starts figures will provide 
us with any indication of an important upturn. 

The total housing starts (public and private) during the first 
quarter of this year were 15 percent less than during the first 3 months 
of 1955. In fact, one of the principal reasons for the prevailing 
uncertainty regarding the economic outlook is the widespread doubt 
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that housing construction will hold at even the 1955 rate of 1.3 million 
units. 

Yet, by all available tests, an annual rate of housing construction of 
only 1.3 million units is far from adequate. It is below the level 
needed to meet human needs for housing. It is insufficient to assure 
that housing will make its necessary contribution to the nation’s eco- 
nomic prosperity. 

We understand that the specific bill which the committee is consid- 
ering is H. R. 10157, the proposed Housing Act of 1956, introduced 
by Representative Rains, the distinguished ‘chairman of the subcom- 
mittee on Housing. We wish to take this opportunity to express to 
Representative Rains our appreciation for the grassroots hearings held 
under his leadership by the Housing Subcommittee during the past 
year. These hearings have made it possible for the most urgent hous- 
ing problems in cities across the Nation to be brought to the attention 
of the Congress by the local citizens who know them best. 

As we shall indicate in greater detail, H. R. 10157 contains many 
desirable features although we feel that it falls short of fully meeting 
the need in a number of important areas. Nevertheless, the fact that 
this bill dealing with many facets of the housing problem is before 
your committee for consideration is itself an indication of renewed 
interest in housing as a key factor in our eeonomy and in our society. 

Let me say at the outset that it is the considered opinion of the 
American Federation of Labor and Congress of Industrial Organiza- 
tions that the identical bills, H. R. 9517 introduced by Representative 
Thompson and H. R. 10296 introduced by Representative Davidson, 
would come closest toward meeting the Nation’s housing requirements. 
These bills would authorize a comprehensive housing program geared 
to today’s housing needs and the requirements of our expanding econ- 
omy. Following in the footsteps of the Taft-Ellender-Wagner Hous- 
ing Act of 1949, the Thompson-Davidson bills would bring up to date 
and complete the job that the 1949 act was intended to accomplish. 


CURRENT HOUSING CONSTRUCTION FAILS TO MEET NEEDS 


Last year approximately 1.5 million housing units were built in 
thiscountry. The most optimistic forecasts for this year indicate that, 
ut best, last year’s level will not be exceeded, and, if anything, this year 
is likely to see fewer houses built than last year. 

Housing Administrator Albert Cole has been most unwilling to give 
his evaluation of the Nation’s total housing needs, but he has not been 
at all reluctant to forecast housing activity trends. Almost alone 
among forecasters, he has predicted a housing rate for this year of 1.5 
million. While it is inconceivable that a marked upturn during the 
remainder of this year could push total housing construction for the 
year to this level, it seems likely that the current rate of 1.2 million 
is the best that can be anticipated. 

But whether housing construction is at an annual rate of 1.2 or 1.5, 
or even 1.4 million, it will be far less than adequate to meet the Nation’s 
housing requirements. To assure this objective, an annual rate of at 
least 2 million units is required. 

Despite much talk that the Nation is enjoying an unprecedented 
housing boom, the actual fact is that housing construction, if related 
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to population, was far more vigorous during most of the 1920’s than it 
has been in recent years. 

I have a table showing this information which I would like to have 
included in the record at the conclusion of my testimony, if I may, Mr. 
Chairman 

The CHamman. That may be inserted. 

(The table follows :) 


New private nonfarm dwelling units started per 10,000 nonfarm population and 
per 10,000 households for selected-years 


baa : New New ste New 
I % dwelling dwelling iedebbe dwelling 
nonfarm a nonfarm : 
dwaittne units per units per ir sseuttiie units per 
— 10,000 pop- 10,000 —- = 10,000 pop- 
units ulation! | households ! one ilation 
Started . oF 


716, 000 
871, 000 
893, 000 
937, 000 
849, 000 


913, 500 

QRS SOD 

, do2, 200 
020, 100 

1, OOS, 500 
810, 000 06S, 300 
753, 000 2: p 201, 700 
600 72.7 | 212. ; . 2 1, 307, 000 

j | 


le Ome OH 


1 Based on estimates of nonfarm population and total t 
provided by the United States Bureau of the Census. 
2 Preliminary. 


usehold 
Source: Bureaus of Labor Statistics and Census. 


Mr. Suisimkin. The attached table shows that based both on popula 
tion and on number of households, private nonfarm construction was 
at a higher level during each of the years from 1922 through 1927 than 
in any subsequent year except 1950. The 1950 level was less, however, 
than any of the 3 yearsJ923-25. 

Yet, despite a relatively high level of housing construction during 
most of the 1920's, at the end of that decade, millions of American 
families still lacked decent living quarters. 

What was true in the 1920's is even more true today. At least. 15 
million families are forced to occupy dwellings which simply do not 
meet even minimum standards of decency. What is even worse, each 
year that housing construction is less than the minimum required rate, 
more families are being forced into substandard housing. 

Thus, if housing construction is maintained at the current rate of 

2 million until 1960, and thereafter until 1970 averages 1.4 million, 
we will have in 1970, 17 million substandard units still in use—2 mil- 
lion more than the current number. On the other hand, if the rate of 
housing construction is increased to 2 million units during the next 
5 years and 2.4 million thereafter, we will have only 5 million sub 
standard units in use in 1970, 

Certainly, this is the very minimum goal at which our housing pro- 
gram must be aimed. Anything Jess would mean that the United 
States, the greatest and most prosperous Nation in the world, is unable 
to build the minimum number of houses needed in order to prevent a 
large proportion of families from being forced, for an indefinite period, 
to live in substandard dwellings. 

But it is not enough to boost the rate of housing construction to 2 mil- 
lion unitsa year. Home-building activity must also be fundamentally 
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redirected to assure that a far larger number of homes are built for 
the families in the low and middle ranges of the income scale which 
have the most urgent need for decent housing. Unfortunately, most of 
the houses now being built are far beyond the financial reach of aver- 
age American families. 

I think this is a very important policy objective, Mr. Chairman. 
We have to deal here not only with numbers of homes built but also 
with the direction in which the housing activity is aimed. It is very 
vital today to see to it that special programs and aids are designed to 
assist those in the middle-income ranges and in the low-income range, 
to bring within their reach the housing which is now beyond their 
reach. The financial ability to pay for accomodations of the great 
bulk of the American families is the problem that confronts the Con- 
gress. 

According to the Department of Labor, last year the median selling 
price of new nonfarm one-family houses was $13,700. (Incidentally, 
this price was $1,400 or 11 percent higher than in 1954 although the 
average floor area of the houses increased by less than 3 percent.) 

I might also add that this average of $13,700 of course, considered 
geographically, is a somewhat overoptimistic statement of the housing 
cost. Actually, through most of the country, the average was at or 
above the $14,000 level, while in the Southern States, where because 
of the climate no basements are required and other cost reductions 
may be achieved, the level was somewhat lower. This pulled down 
the level for the country as a whole. 

In order to afford a $13,700 house, a family devoting 20 percent 
of its income to housing would have to have an income of about 
$7,500. Figures recently released by the Federal Reserve Board show 
that last year only 13 percent of all families in the United States 
had incomes of $7,500 or more. 

Families of average income which attempt to purchase a house 
in today’s market are burdened also by excessively high financial 
charges. The AFL-CIO is convinced that financial charges for hous- 
ing made available to moderate income families can be substantially 
reduced by adoption of the middle-income housing program which 
would be authorized by H. R. 9517 and H. R. 10296. I shall return 
to that matter in a moment. 

Suffice it to say now that, in addition to conventional charges which 
are already much more than most families can shoulder, prospective 
owners of new homes have increasingly had to bear an additional 
financial burden resulting from unreasonable discounts and other 
charges, especially when it has become necessary to resort to secondary 
financing through the Federal National Mortgage Association. 

The operations of this agency have been so badly mismanaged 
that instead of making residential mortgage financing available that 
would otherwise be lacking and thereby permitting more families to 
obtain good housing at costs thev can afford, the misplaced emphasis 
on a profitable operation by FNMA has tended to force up the cost 
of housing and push the average family out of the housing market 
altogether or make it shoulder a financial burden far heavier than 
it can afford. 

These facts regarding the contemporary housing situation point to 
a single conclusion. The current housing program is inadequate. 
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This program fails to assure a high enough volume of construction 
to meet minimum housing requirements, and it does not provide 
housing at costs most families can afford. To make matters worse, 
the existing arrangements for financing housing construction under it 
add to rather than mitigate the excessively high costs home buyers 
must bear. 


H. R. 10157—A STEP IN THE RIGHT DIRECTION 


There are a number of important features of H. R. 10157 which 
represent a distinct. advance over the legislation now in effect. These 
include its provisions with respect to the following programs: 

1. Financing home improvement. 
2. Cooperative housing. 

3. Secondary mortgage market. 
4. Housing for the elderly. 

H. R. 10157 is certainly far superior to the administration bill 
(H. R. 9537) in every respect and especially with regard to the pro- 
grams I have specifically mentioned. Let me briefly then state our 
views on the provisions of H. R. 10157 with respect to these four 
programs. 

1. Financing home improvement 

H. R. 10157 would increase the maximum loan amount for an FHA 
title I home improvement loan from $2,500 to $3,500 and the maxi- 
mum amortization period from 3 to 5 years. In addition, it would 
reduce the maximum discount from $5 to $4 for that portion of any 
loan which is above $1,000. We can see no objection to the proposed 
increase in the maximum loan amount and extension of the maximum 
amortization period. It should be recognized, however, that while 
extension of the amortization period will reduce the monthly cost 
to the borrower, unless the interest rate, which in the FHA title I 
program is the discount rate, is reduced, the total cost to the borrower 
would be increased. 

While the proposed reduction in the maximum discount to $4 for 
that portion of any loan which is above $1,000 is a step in the right 
direction, it does not go far enough. Since most loans under FHA 
title I are below $1,000, the cost to most borrowers through such loans 
would remain unchanged under H. R. 10157. 

A $5 discount represents an effective interest rate for the life of 
the loan of about 9 percent, or if allowance is made for payment of 
the FHA insurance premium by the lender, of at least 8 percent. This 
is certainly an excessive rate, especially in view of the small risk 
which the lender bears, such risk being only 10 percent of the total 
amount outstanding at the time of default. While it has been claimed 
that lenders would refuse to make FHA title I loans if the present 
excessive discount rate were reduced to a reasonable level, it seems 
unlikely that lenders would resort to uninsured loans as long as the 
carotid they enjoy under the FHA title I program is available to 
them. 

On the basis of all of these considerations, we believe there is ample 
justification for reducing the maximum discount amount to $4 for all 
FHA title I loans. 





276 HOUSING ACT OF 1956 


2. Cooperative housing 


H. R. 10157 contains a number of provisions which would help to 
make the FHA 213 cooperative housing program more effective. Since 
the committee has already heard from other witnesses on this subject, 
I will not take up your time with detailed comments on these pro- 
visions. Let me merely state that we feel that the adoption of the 
provisions in H. R. 10157 covering cooperative housing would 
strengthen the important cooperative housing program. 


3. Secondary mortgage market 


H. R. 10157 would liberalize the operations of the Federal National 
Mortgage Association in a number of important respects. We favor 
all of the provisions in this bill affecting FNMA, but wish to emphasize 
the desirability of two particular provisions which would strengthen 
the special assistance functions of FNMA. These provisions would 
require FNMA to pay par for special assistance mortgages and would 
increase the advance commitment funds available for special assistance 
operations from $200 million to $400 million. 

The increase in the special assistance funds combined with the re- 
quirement that FNMA pay par for such mortgages would help to 
provide financing which is now lacking for minority housing, co- 
operative housing and housing in so-called urban renewal areas. By 
authorizing FNMA special assistance functions for these areas, Con- 
gress has made it clear that financing for these special types of housing 
should have a high priority. Yet, FNMA, with the apparent knowl- 
edge and in some instances support of the Housing and Home Finance 
Agency and the present administration, has evidently made no serious 
effort to carry out the congressional mandate with regard to these 
programs. 

May I refer to the FNMA as“Fannie May.” I think in Washington 
that is the accepted term. At least that is a tittle easier. 

Mr. Rarns. That is what everybody calls it. 

Mr. Srisnki. For example, despite the clear directive to Fannie 
May by the Congress, after nearly 2 years there has been no recom- 
mendation by the HHFA Administrator, and therefore no finding by 
the President, that Fannie May should make financing available for 
minority housing. The result is that none of the Fannie May special 
assistance authorization has been utilized to finance minority housing. 

Despite the clear intent of Congress that every possible financial 
roadblock to the cooperative housing program should be removed, 
Fannie May, after many months of delay, proposed to purchase 
mortgages for cooperative housing under terms which would have 
required excessively high financial charges. Cooperative housing 
groups which were eager to get much-needed cooperative housing un- 
derway have been unable to proceed because their members could not 
bear the excessive charges proposed by Fannie May. 

The provisions of H. R. 10157 affecting the special assistance func- 
tions of Fannie May would so clarify congressional intent that it is 
simply inconceivable that the present failure to perform the special 
assistance functions of Fannie May would continue. We therefore 
strongly urge enactment of these provisions. 

H. R. 10157 would also establish a new secondary market support 
program for GI loans. Under section 202 of this bill, the Secretary 
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of the Treasury could invest up to 10 percent of the reserves of the 
national service life insurance funds by purchasing VA-guaranteed 
loans in geographic areas where discounts on GI loans are heaviest. 
It is estimated that some $550 million might be available for this 
purpose. 

This authorization would make more funds available for housing 
for veterans and their families on relatively favorable terms. While 
the beneficial effects of the enactment of this authorization would 
probably be modest,. the potentialities of this proposal ought cer- 
tainly be explored. Any avenue which would make more housing 
available to families at a lower financial cost deserves earnest explora- 
tion. 


}. Housing for the elderly 

An important feature of the resolution on housing unanimously 
adopted by the AFL-CIO convention last December—that was our 
constitutional convention, founding the AFL-CIlO—was a section 
calling for an effective program of housing for the aging. We are 
gratified that a number of bills have been introduced to make avail- 
able more housing meeting the special requirements of the aging. 

H. R. 10157 would facilitate the provision of housing for the elder] 
through two new programs. Title V of this bill would satan 
construction of 10,000 units of low-rent public housing specifically 
designed for elderly persons during each of the next 3 years. In view 
of the urgent need of low-income elderly couples and single individu: 
als for decent housing, it is certainly desirable that a sizable number 
of low-rent public housing units over and above the regular public 
housing program be alloc: ated for the need of this group. 

While the authorization for public housing for the aging in H. R. 
10157 represents a forward step, we feel that it is far too small. We 
recommend that at least 20,000 low-rent housing units and possibly 
more be made available for the needs of low-income elderly couples 
and single individuals. 

For the elderly who are not eligible for public housing, title ITI 
of H. R. 10157 would authorize the Housing Administrator to make 
loans to nonprofit corporations. These loans would have a maximum 
interest rate of 314 percent for an amortization period up to 50 years. 

While the loans authorized would be available to only a particular 
group, the elderly, the basie principle is, in many respects, similar to 
the provisions in H. R. 9517 and H. R. 10296 for low-cost loans for 
middle-income housing which I will discuss in some detail in a 
moment. 

The AFL-CIO favors enactment of legislation which would pro- 
vide low-cost financing for housing which would be made available 
for the entire middle-income group. However, we recognize that title 
111 of H. R. 10157 would represent a distinct contribution to the Na- 
tion’s housing program and we therefore urge the committee to act 
favorably on this title of the bill. 


HOUSING FOR LOW-INCOME FAMILIES 
As we have already indicated, H. R. 10157 contains a number of 


worthwhile provisions which we hope this committee will recommend 
to the Congress for enactment. Unfortunately, however, H. R. 10157 
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falls short in two most important areas—housing for low-income and 
middle-income families. 

Title V of H. R. 10157 would authorize construction of 50,000 
low-rent public-housing units annually for the next 3 years. While 
this is somewhat more than the 2-year 35,000 units a year authoriza- 
tion in H. R. 9537, the administration bill, it falls far short of meet- 
ing even the minimum requirements for housing for low-income 
families. 

A recent report published by the Subcommittee on Low-Income 
Families of the Joint Committee on the Economic Report reveals 
the disturbing fact that, after allowance for changes in the purchas- 
ing power of the dollar, just about as many families had incomes 
under $2,000 in 1954 as in 1948. These are the families who can afford 
at most $30 to $35 a month to pay for their housing. 

Many of these families live in the slum areas which must be cleared 
if the blight which is eroding our urban communities is to be eradi- 
cated. Those slums cannot be torn down or even rehabilitated and 
urban redevelopment cannot go forward unless the families which 
are displaced have available to them decent housing within their 
means. But whether or not they now occupy slum dwellings slated 
for clearance, low-income families no less than any other families 
have the right to obtain decent housing in good neighborhoods. 

Only low-rent public housing provides a time-tested formula for 
meeting the housing needs of low-income families. Private builders 
have not built and will not build decent housing at costs low-income 
families can afford. 

All one has to do is examine the shoddy record of the so-called 
FHA 221 low-cost private-housing program to realize how unlikely 
it is that even a fraction of the houses needed by low-income families 
might be provided by private home builders. 

In 1954, when Congress was considering the Administration’s re- 
quest for authorization for the FHA 221 program, Administrator 
Cole expressed the hope that this program would “relieve the pressure 
upon the need for the public-housing program.” 

Since the FHA itself estimated that monthly payments under 
the program would be $62.90, or about twice as much as low-income 
families can afford to pay, it seems doubtful that even if houses had 
been built under the FHA 221 program, they would have been availa- 
ble at costs low-income families could afford. But the fact is that 
not a single house has been built under this program. 

Now the Administration is recommending that the maximum sales 
price under this program be increased in an obvious effort to attract 
speculative builders to take advantage of its provisions. But all this 
would mean is that housing charges under this program which are 
already too high for low-income families would be raised even more. 
Anyway, it is extremely doubtful that any appreciable number of 
houses would be built even if the changes requested by the Adminis- 
tration were made. Thus there can be no doubt that the FHA 221 
program has not and will not relieve the need for the public-housing 
program. 

In view of the insignificant trickle of public housing permitted in 
recent years, the AFL-CIO strongly believes that the program con- 
templated in the Housing Act of 1949 should be authomzed and com- 
pleted as rapidly as possible. The 200,000 units for each of the next 
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3 years authorized by H. R. 9517 and H. R. 10296 constitutes a rock- 
bottom minimum. We urge prompt and full authorization of this 


PTs 
1s we regard as extremely important. 


HOUSING FOR MIDDLE-INCOME FAMILIES 


The extent to which middle-income families are priced out of 
today’s housing market has already been indicated. Most moderate- 
income families are simply unable to purchase or rent houses or apart- 
ments at costs they can afford. The high prices which many middle- 
income families have had to pay for housing has forced many of them, 
particularly families of veterans and others in the younger age group, 
to stint on food, medical care, clothing, and other nec essary items in 
the family budget. 

America needs a housing program that can, without subsidy, assure 
an opportunity for middle-income families to obtain good homes 
within their means. Unfortunately, neither H. R. 10157 nor H. R. 
9537 contain any provision for middle-income housing. Of the bills 
which have been introduced, only H. R. 9517 and H. R. 10296 would 
make a real start toward meeting the urgent need of middle-income 
families for housing within their ability to pay. 

Title II of H. R. 9517 and H. R. 10296, followi ing the principle a 
developed in the Sparkman-Spence bill of 1950, would establish 
National Mortgage Corporation with authority to make loans for 
cooperative, sales, and nonprofit rental housing for moderate-income 
families. Such housing would have to meet adequate standards of 
construction, space, and availability of community facilities and 
service. 

It would be an entirely unsubsidized operation. The Corporation 
would make loans at a rate based on the cost to the Corporation of 
capital investment and borrowings from the private market, plus one- 
half percent to cover the Corporation’s overhead, administrative ex- 
penses, and reserves. Assuming the Corporation were to invest its 
funds in long-term Federal securities (30-40 year issues), the rate 
could be expected to be 314 percent or less. 

Mortgage loans made by the Corporation could be amortized over 
a period up to 40 years. At the low interest rate made possible under 
this program, long-term amortization would be desirable since it 
would not unfairly burden the consumer with high total costs and 
would permit a considerable reduction in monthly housing charges 
as compared with terms involving a higher interest rate and a shorter 
amortization period. 

For example, the monthly charge on a $10,000 mortgage financed 
at the current 5 poseant effective FHA interest rate for a 25- -year 
amortization period is $58.50, while the same mortgage financed at 
314 percent for a 40-year period would involve a monthly charge of 
$38.70, a difference of nearly $20. The total monthly housing costs 
(including taxes, insurance, and maintenance costs) would be $91 and 
$71, respectively. It would require an annual income of $5,460 to 

sarry the 5 percent, 25-year financing, but only $4,260 for meeting the 
costs involved in the 314 percent, 40-year financing. It can be seen, 
therefore, that by reducing the financial charges, it would be possible 
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for a far larger proportion of middle-income families to obtain houses 
at costs they can afford. 

The AFL-CIO believes that title IT of H. R. 9517 and H. R. 10296 
would provide an effective program to make financing on reasonable 
terms available for housing for middle-income families. We therefore 
urge this committee to recommend authorization of this program by 
the Congress. 


ADMINISTRATION BILL EXTREMELY INADEQUATE 


Even cursory examination of H. R. 9537, a bill embodying the 
Administration’s recommendation, clearly indicates that this bill ig- 
nores the most urgent need. Instead of the large-scale public housing 
program that is desperately needed, H. R. 9537 authorizes only 35,000 
units a year, 10,000 units less than the tiny authorization for the 
current fiscal year. Moreover, it would restore the completely un- 
workable restriction on public housing construction, contained in the 
so-called workable program, which Congress wisely eliminated last 
year. Presumably, as a substitute for an adequate low-rent housing 
program, the bill proposes to tinker with the FHA 221 low-cost private 
housing program, a program which has shown no signs whatsoever of 
ever providing any appreciable volume of housing within the means 
of low-income families. 

H. R. 9537 not only offers no hope for decent housing to low-income 
families, but it completely ignores the needs of middle-income fami- 
lies. It would not alter in the slightest the unduly high financial 
charges which have kept out of the reach of most middle-income fami- 
lies the high-cost houses currently being sold. 

Although the bill purports to provide housing for the elderly, all it 
really does is to permit the elderly to compete with younger families 
with children for the pitifully inadequate number of low-rent public 
housing units which the bill would authorize for both groups. 

Thus, in every respect, H. R. 9537, the bill ai Ae by the 


Administration, fails to come to grips with the major housing prob- 
lems facing the Nation. 


CONCLUSION 


By enactment of the best features of H. R. 10157 and of the identical 
bills, H. R. 9517 and H. R. 10296, Congress can provide a housing 
program attuned to the needs of mid-century America. Authorization 
of the programs in these bills which we have recommended could bring 
good housing within the financial reach of families at every income 
level thereby assuring that the Nation could meet its total housing 
requirements. 

The AFL-CIO asks the members of this committee to give serious 
and sympathetic consideration to the recommendations for housing 
legislation which we have made. We are confident that after studying 
our recommendations, you will come to the conclusion that they would 
give America the housing program which will serve the best interests 
of the American economy and of the American people in the years 
ahead, 

Mr. Chairman, I would like to add just a word to this formal state- 
ment. Knowing how, over many vears, this committee has devoted 
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with a great deal of perspicacity its earnest attention to the housing 
problems of this Nation, it seems to me right now, in 1956, it is partic- 
ularly important for us to recognize that in the past we have dealt and 
helped relieve a very serious and critical problem on the American 
scene. But looking into the future, I think it is very important for us 
to recognize right now that in what we do, we have not only to meet 
the current problem, not only to clear the deficit for the housing need 
already accumulated, but also to provide for the future. We should 
look forward and not deal only with what is already upon us. We 
should anticipate the developments ahead and plan for them. 

It takes a long time to develop a housing program, to pass from 
the legislative to the administrative stage and from then, from that 
point on, to develop the actual housing construction. It takes a long 
time. That isthe reason the ur gency for the action is especially acute. 

We have to bear in mind that as we look ahead there are some things 
that are already visible on the horizon. During World War II, the 

family formation was rapidly accelerated. Young people were get- 
ting married. They had children. There was a big crop of war 
babies who are now reaching marriageable age. They will be getting 
married and having kids, and that time is approaching. They will 
be knocking on the doors, looking for housing, and that time is pretty 
nearly upon us. We have to make provision for them because unless 
action is taken by Congress now, those war babies, who married and 
have babies of their own and will have babies of thei ‘ir own, will not 
have a decent place to live and will be driven into slums, to the utter 
and eternal shame of those who are responsible for the deveiopment 
of this program. 

Also, we have to recognize that housing is a part of our whole com- 
munity life. It cuts across every fiber of it. People living m the 
communities are not put into niches and pigeonholed and stay there. 
In America on the move, there is migration from cities to cities and 
from areas to areas. This migration is essential to the vitality of the 
country. Highways are being built, turnpikes. This means that 
access roads built into the cities and turnpikes themselves, in order to 
cut them through, require demolition. When that demolition occurs, 
families are displaced. Where are they to go? There is no place 
for the displaced families to find new housing. They will be driven 
into the slums again. 

So it is futile for us to talk only about slum clearance without recog- 
nizing fully the need to make homes available for the people being 
displaced. It is part of life, it is part of a very vigorous living de- 
velopment in America for which provision must be made, because 
without that that vitality will be sapped, that strength will not have 
room to expand, and it will have a very dire effect on our whole future 
development. But if we recognize that the accumulated need that is 
already here has got to be met and that in addition to that, additional 
displacements will be t taking place as well as overall population 
growth and changes in the structure of the community, the increase in 
family formation that we can anticipate, the structural shift in our 
population because of medical advances, which means that we have 
more older people—all of these factors call for special consideration 
in the development of the program. But when they are all considered, 
they add to the minimum program that we have outlined here, and we 
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urge your committee to give that fullest and most favorable con- 
sideration at this time. 

I thank you, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Shishkin. You have made a very 
excellent statement. 

Are there any questions? 

Mr. Rarns. I have a few, Mr. Chairman. 

Mr. Shishkin, I think you made a very interesting and very in- 
formative statement. 

I would like to make the observation here that in the subcommittee 
hearings throughout the Nation, the AFL-CIO was very helpful to 
us in that they appeared in each of the hearings which we had and 
gave their views as to the problems which they faced locally, they 
and their people, and I want to express our appreciation for the 
cooperation we got out of your very fine organization. 

I would like to say, also, that the distinguished chairman and I were 
here in 1949 and we had something to do in passing the 1949 Housing 
Act, and that whereas 10157 in certain aspects is even more liberal 
than the Housing Act of 1949, in others, which you so clearly pointed 
out, it doesn’t go as far. I am sure you realize that the subcommittee 
and I, the chairman, were recognizing the realities of a situation which 
exists here in the Congress at the present time and has existed over 
the years since 1949. What we are trying to do, is to get a bill we 
feel sure we can get through the Congress that will be better than 
the one we have at present, certainly, as you said, a start toward a 
better bill. 

I am aware of some defects in 10157 in achieving the goal we would 
like to achieve, but I appreciate your saying that you thought it was 
a good step in the right direction. 

Now, if I could, I would like to ask you one or two questions: 

Is it a fact, Mr. Shishkin, that with our slum-clearance program we 
are creating slums faster than we are replacing them? Isn’t that a 
true statement? 

Mr. Suisnxin. Well, Mr. Rains, you said we are creating slums 
faster. 

Mr. Rarns. I don’t mean to say we are creating them, rather that 
slums are coming into being faster than we are able to remove them 
under the present program. 

Mr. SritsnKin. Yes: I would agree with that. I think that is true. 

Mr. Rarns. In 1970, if we carried out the same small housing pro- 
grams we have now, we would have more substandard homes than we 
have today, is that correct? 

Mr. SnuisHxtn. That is quite true, and supported by evidence. 

Mr. Rarns. And does not take into consideration the fact that the 
family formations, as you mentioned about the war babies, will take 
place at a greater rate between now and 1970 than they have heretofore. 
Isn’t that correct ? 

Mr. SutsuHxtn. That is true. 

Mr. Ratns. Which all adds up to one thing: If we are going to 
make progress in the program to achieve decent homes for every 
American, we are going to have to accelerate and step up the pace 
of the housing program. 

Mr. Suisuxry. That is quite right. 
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Mr. Ratns. You mentioned or made reference to the attempt to 
amend the National Servicemens Life Insurance Act whereby certain 
small portion of that fund could be used in a manner which would 
safeguard the fund, of course, just as it is now safeguarded, to pro- 
vide mortgage money for veterans in extremely high-discount areas. 

The subcommittee realizes as you said that is a very modest begin- 
ning, but it was our hope that if we could put that p: irticular amend- 
ment into the bill, we might get private pension funds and trust funds 
interested in investing in home loan guaranteed mortgages. 

I realize, of course, we can’t legislate along that line, but do you 
think there is any chance to interest the great pension funds in this 
country in investing in guaranteed mortgages? 

Mr. SuisHxin. Well, Mr. Rains, I think that the program, this 
particular phase of the program outlined in the bill, does have pos- 
sibilities. Its effectiveness, I think, is obviously, as here recognized 
and pointed out, limited, but it is a step in the right direction. 

I think that as far as the pension funds that have been negotiated 
by unions with the employers and the different types of those funds— 
some of them are under joint management and some of them are under 
employer direction; some of them are union directed—represent a 
reserve of funds that can make a major contribution in the housing 
field. 

I think that the most important and vital area into which invest- 
ment of these funds can really make a major contribution is in rela- 
tion to a system of cooperative houses, cooperative housing projects 
that are tied to the overall redevelopment of ovr cities. If you have a 
housing project that is open and available to all, that is built and 
sponsored by a union or jointly sponsored by labor and management, 
open to all comers in let’s say the middle-income area, with par rks and 
playgrounds and transport: ition facilities and other things tied to it, 
it can make a very vital contribution to the redevelopment of the city 
and to the elimination at the root of its housing sores. 

We have moved in that direction. We have a record established of 
contribution, very vital contribution in that direction in the past, and 
currently we have some projects that have been sponsored by our 
affiliates, notably the one in New York, in which a very desirable 
scheme is being developed under the sponsorship of the unions, with 
the pension funds as a source of investment. 

Mr. Ratns. Of course you know about them in New York. The sub- 
committee was impressed with a number of great cooperatives that 
were being financed and sponsored by certain unions—garment 
workers, and so forth. I don’t remember the exact union, but they 
were large apartments, which looked like it would help materially. 

Now, can you tell the committee how the majority of the pension 
funds of the unions are invested? Is it in Government bonds or what 
is the major portion of the investment of the pension and trust funds 
of the unions? 

Mr. Sutsuxkin. As far as the pension funds are concerned, I think 
it fair to say the preponderant amount is invested in Government se- 
curities, yes. 

Mr. Rarns. Very much like the national service life insurance fund. 
They are invested totally, as I understand it, or almost 100 percent, in 
Government bonds. 

77603—56——19 
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Mr. Sutsukin. Yes. 

Mr. Ratns. Do you think it would be a worthwhile effort on the part 
of the subcommittee of this committee to sit down in a round-table dis- 
cussion—no effort to write legislation—with the leaders, both of man- 
agement and of union and of the trust funds, in an effort to see if we 
could work out interest in investing a portion of their funds in Gov- 
ernment-guaranteed home loan mortgages ¢ 

Mr. Sutsukin. I think that is an area that is very worthwhile ex- 
ploration, and I think a discussion of this kind would be worthwhile 
trying. 

We think investment in housing is very desirable at this time and 
could make a contribution to the country’s well-being and prosperity. 

Mr. Rarns. You made mention favorably to the section on elderly 
housing. 

Of course, the elderly housing program, the private enterprise sec- 
tion in 10157, is patterned almost word for word after the college hous- 
ing program, as you possibly noticed. It has its backing or has its 
history, I should say, in the REA programs where the Government 
made long-term loans to cooperatives in that instance, and in the elderly 
housing it would be to nonprofit institutions of various types. Do you 
think that that program has an opportunity, if enacted into law, to 
achieve success in the field of housing for the elderly ? 

Mr. Suisukin. Well, I think it will certainly provide an important 
measure of contribution to the solution of the problem. I don’t think 
it will be all of the solution, because it is a big and growing problem 
upon us now, and we have to make provision for the elderly in all of 
our programs. 

Mr. Rarns. I think it would be interesting to know, and I would like 
to make the statement here in the record, that in 10 more years, if the 
length of life is continued to be lengthened as we hope it will, that 
one person in every ten will be over 65 years of age. As a result, the 
problem of housing for the elderly is going to become more and more 
important. 

Mr. Suiskin. Yes, indeed. I think that is quite clear, but of course 
it isn’t only a question of the lengthening of life. It also, we hope, 
might be a product of somewhat earlier retirement of those in employ- 
ment, which will give them special need because they will be depending 
on this retirement pay only and not on their current earnings. But 
as I say, I think that the approach to that problem has to be through 
several avenues. There is no one simple solution to the problem that 
is coming upon us because there are many special problems. There 
are problems of location. I don’t think it will be a fortunate solution, 
for example, to have separate housing communities or colonies of the 
elderly people. They want to be with others, to see younger people 
and see people growing up and be part of the community and be inte- 
grated in it. 

Mr. Rarns. All of those things most be taken into consideration in 
the construction of any type of housing for the elderly. 

Mr. Suiski1n. That is right. 

Mr. Rains. They don’t want to be separated or set aside. They 
don’t want to return to the old-house idea awhile ago. 

Mr. Suiskrn. I agree. 

Mr. Rarns. We saw several instances of housing for the elderly, one 
of them I would like to bring to the attention of the committee, the 
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Golden Age Center in Cleveland, Ohio, and it is interesting to note it 
is built among playgrounds for the children. They are adjacent to it. 
Thev have all of the atmosphere of not being segregated. 

Thank you very much. iT? 

Mr. Suiskrx. Let me express our particular appreciation for what 
Coneressman Rains has done, Mr. Chairman, in holding these hear 
ings around the country and coming in contact with the needs of the 
people and giving the opportunity for the people at the local level of 
the community to be heard. We have—and as Mr. Edelman will point 
out—have been ourselves trying to keep in very close touch with what 
is going on around the country, so that we will not be only giving you 
our views or a pattern of views that comes out of the aggregate, but 
actually trying to get to you the feel of that kind of responses and 
reactions we get from the people that we represent all around the 
United States. 

I thank you, Mr. Chairman, for your hospitality here, and [ appre- 
ciate this opportunity to be heard. ’ 

The Cuairman. Well, we need your views and the views of your 
great organization. 

Mr. Vani. Mr. Chairman. 

The Cuatrrman. Mr. Vanik. 

Mr. Vanix. I would like to ask one question. I would like to know 
your reaction to the proposal of Congressman ‘Teague to extend the 
GI home-buying rights to everyone? What is your reaction to that, 
cuaranteed loans all along the line to anybody that is qualified? That 
would provide housing for a great body of the young people who are 
coming along. Perhaps we could restrict it to those people who had 
some military training in order to qualify, but the idea of providing 
housing on a wide-scale basis by a guaranteed Government loan pro- 
gram is perhaps a way of getting houses built at lesser cost than any. 

Mr. SuisHxin. I think one thing is clear, Mr. Vanik, and that is 
the great need that is now upon us has got to be met through special 
programs in which the financial charges are reduced. If I take what 
you have said to mean that what we ought to do as a major step is 
simply extending the GI program and its terms into general applica- 
tion, I would say 

Mr. Vanix. That is the substance, I think, of the Teague bill. 

Mr. SuisuK1n. I would say the important move now is to adopt the 
provisions of the middle-income program, which is before you, and to 
adopt the provisions or extend the scope of the low-rent housing pro- 
gram, which is now before this committee. 

I would like to say in this connection to Mr. Rains that, with regard 
to the difficulties that might be confronting this Congress, that I un- 
derstand from public announcements of the Senate Committee on 
Banking and Currency, it has recommended 135,000 units and that cer- 
tainly is a rockbottom minimum figure. 

Mr. Kitsurn. How many did you say ? 

Mr. SHISHKIN. 135,000 units were recommended by the Senate 
Banking and Currency Committee. 

Mr. Kirpurn. A year? 

_ Mr. SuisuKin. Yes; for the low-rent public housing program. 
Phat was the amount passed by the Senate last year. We regard it as 
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a rockbottom minimum on which the Congress might agree, we hope, 
in this present session. 

Mr. Kitsurn. For how many years was that ? 

Mr. SutsuxKrn. It was provided under the 1949 program, and that 
rate will apply until the 49 program is completed. 

Mr. Kiisurn. For how long? 

Mr. Sutsuxr1n. About 3 years, I think it will extend. 

Mr. VantK. About 400,000 altogether ? 

Mr. Suisuxin. Yes. There are 400,000 units altogether. 

The Cuatrman. If there are no further questions, we are very glad 
to have had your views, Mr. Shishkin. We thank you for giving us 
the views of the great organization you represent. I am sure they 
ought to be considered, and they will be considered when we go into 
executive session. 

Mr. Suisuxin. Thank you very much, Mr. Spence. I appreciate 
it. 

Mr. Nicuotson. Mr. Chairman. 

The Craman. Mr. Nicholson. 

Mr. Nicnotson. I don’t understand this elderly housing too well. 
Could you explain what you mean by elderly housing? 

Mr. Suisuxrn. Well, we have in mind people ‘who are retiring 
from active life, from active employment, and in general that will 
comprehend people over 65. 

Mr. Nicuotson. You want them to build a house; is that it? 

Mr. Sutsuxiy. Well— 

Mr. Nicnorson. Take a mortgage at 50 years when they get to be 
65? 

Mr. Suisuxry. Well, the mortgages would be provided to nonprofit 
corporations under the proposals that we are backing, which would 
make such housing built and available to the aging people; yes. 

Mr. Rarxs. But they themselves wouldn’t sign any mortgage. 
The mortgages would be, like college loans, like the mortgage is to 
the college and not to an individual. 

Mr. Suisuxin. That is right. 

Mr. Nicwotson. You mean the guide is to find an elderly person 
to move in, kind of an almshouse proposition ¢ 

Mr. Rarns. I wouldn’t want it to become a poorhouse. 

Mr. Epetman. It would be the exact opposite of a poorhouse. It 
would | - an entirely self-sustaining oper ation without subsidy. 

Mr. Nicnotson. Who will subsidize it 

Mr. R ‘ELMAN. There will be no subsidy. 

Mr. Nicnorson. It doesn’t cost anything to build the house? 

Mr. Epetman. The individual would pay the costs, the monthly 
payments. 

Mr. Suisuxiy. He will pay the rental charges every month. 

Mr. Nicuorson. Social Security or old-age assistance 

Mr. Suisnxrn. No; no matter what his income may be. He will 
be in position to carry the monthly payments and pay the charges 
while the organization of the program would make it available to 
him on the terms that he will be able to afford. 

Mr. Nicnotson. Haven't you got to assume when a man gets to 
be 65 and has to build a house that he is in no position to pay for it? 
He is probably either on social security or on old-age assistance. 
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Mr. SuHisHKIN. If his income is so low he is eligible, and one provi- 
sion we would like to see is to make public housing available. 

Mr. NicHoLson. Supposing it is low. What do you get from social 
security, tops, now ¢ 

Mr. SHISHKIN. The maximum is about, at the very outside, is about 
$180 a month. The average is much less, of course. 

Mr. NicHotson. What is the average? 

Mr. SHISHKIN. It is below $130. 

Mr. Nicuotson. The average rent is what—$70? 

Mr. SHISHKIN. It depends on the type of housing. It depends on 
what kind of housing is provided for them. In the low-rent program, 
of course that rental charge will be much lower than that. 

Mr. EpetMan. One other detail in that connection, Mr. Congress- 
man, is this: 

In all public housing today there is a curious inhibition in the law 
which says that a single person cannot be accepted in public housing, 
an aged single person. 1 think the Rains bill would make it possible 
for a local housing authority to accept a single elderly person. You 
see, many of them have become widowed. ‘This would make it pos- 
sible for an elderly man or woman, in a public housing project, to be 
able to live there, or for 2 women, 2 elderly women or 2 elderly men, 
to become tenants in public housing, which is not possible today. 

Today, in public housing, it is only possible to remain as a single 
person in a project if the spouse died during tenancy, and we are 
seeking to just correct that technicality in the law. It would have 
some considerable value. 

Mr. Nicnotson. This public housing project then is going to be 
built all in one section, or a house here and one 5 miles away and 
wnother 5 miles away? 

Mr. SHISHKIN. In general, the projects are located in one area. 

Mr. NicHotson. One area ? 

Mr. SHisHKin. Yes. 

Mr. NicHoison. So after we did away with almshouses in Massachu- 
setts 15 or 20 years ago, we will have them again, because everybody 
who lived there, everybody knew they lived under sufferance of the 
Government to build them a house. 

Mr. SHISHKIN. No; we want to get away from the almshouse idea. 

Mr. Nicuorson. That is what we get away from, and that is what 

your bill does. 
_ Mr. Suisuxin. No. What is being proposed here and what we have 
just been discussing, Congressman, is the possibility of not providing 
segregated facilities for the older workers but to make available for 
them units in the project in which others live so there will not be 
that kind of separate program, not the almshouse or poorhouse kind 
of approach to it. 

Mr. Nicnorson. Of course what is happening now is when people 
get elderly or get to be 65, we will say, they go to so-called nursing 
homes. Isn’t that right? ; 

Mr. Sutsuxin. If they are ailing. 

__Mr. Nicnorson. The nursing homes are filled up with them already. 
l'hey take, I suppose, the pittance that they get from social security 
and turn it in for rent. . 

Mr. SuisHKIN. You see, the old-time idea of course was that the 

aging people who live with their family were provided room in the 
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attic or somewhere in the house where the family unit lived, and 
they were dependent completely on their support. Now, of course, 
with the smaller units being built there is no housing room available 
for them and there is no place for them to go, especially if they don’t 
have anybody to support them or don’t have even a spouse to share 
their life with. 

They are pretty much lost, and one of the reasons I am emphasizing 
the necessity of several avenues leading to the solution of the problem 
instead of one simple attempt at one simple approach, is that under 
the present program, the FHA, even, one of the difficulties is that 
here is an older person at the retirement age or higher, applying for 
purchase of a house. Well, under the FHA rules the plans laid out 
for that purchase have got to be made within 90 days of the actual 
acquisition, That doesn’t give them enough time to plan whether 
they want to go to another part of the country, whether they want to 
go to Florida or California or find a place to live which will be within 
their means and be close enough to others, on whom they need to de- 
pend or have contact with. All those things need to be taken into 
account so that even under present regulations some progress could 
be made toward liberalizing and facilitating those provisions. 

The CuarrMan. If there are no further questions- 

Mr. Nicnotson. Yet; I have another question. I very seldom have 
an opportunity to ask one. The only way I can find out anything is 
to he questions, not sit here day in and day out. 

Do you know how many houses have been authorized in the last 
5 years? Have you got those figures? 

Mr. SuisnKkin. In the last 5 years approximately 400,000, Con- 
gressman. 

Mr. Nicnotson. How many have been built? I am not talking 
about slum clearance. I am talking about private housing. 

Mr. Sutsukin. You are talking about private housing? 

Mr. Nicnorson. Well, public housing, not the slum clearance. That 
; another phase. 

Mr. Srutsuxkry. You are referring to the public-housing program ? 

Mr. Nicniotson. There has been 400,000, and how many have been 
started or built? There have been none built in my district. I have 
as many people in it as any other Congressman does. 

Mr. Sutsukrn. The program authorized is about 400,000 units dur- 
ing the past 3 years. I think that roughly one might estimate the ac- 
tual construction might be equal to about 300,000 units. 

Mr. Nicnotson. How many? 

Mr. SutsuKrn. About 300,000 units. 

Mr. Nicnotson. That is not the city taking charge of it or the State. 

Mr. Saisuxkin. I am talking about the public-housing program 
which is administered under the Federal Public Housing Authority. 

Mr. Nicuorson. 400,000 authorized and they built 300,000? 

Mr. Suisuxkin. I would say roughly that would be my estimate. 
T am sure the Public Housing Administration will be in position to 
supply the information. 

Mr. Nicnotson. I would like to see those figures, and where that 
public housing is taking place. I would like to have you send me the 
figures. 

Mr. SuisuHkin. I will be very glad to supply them. 

(The data requested above follows :) 
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AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., May 16, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
House Office Building, Washington 25, D.C, 

DeAR CONGRESSMAN SPENCE: You will recall that when I appeared before your 
committee on Monday, May 14, to testify regarding proposed housing legisla- 
tion, Representative Nicholson requested some detailed information regarding 
the public-housing program. 

In response to Representative Nicholson’s request, I wish to submit the follow- 
ing information obtained from the Public Housing Administration regarding 
progress under the public-housing program since enactment of the Housing Act 
of 1949 to March 31, 1956: 


Number of units authorized (placed under annual contribution con- 
tract with Public Housing Administration ) —_ 
Number of units placed under construction 
Number of units completed_____-- = 
Sincerely yours, 


; 268, 120 
Re ig 


= ie let asain sae 194, 307 


sORIS SHISHKIN, 
Secretary, Housing Committee. 

Mr. Nicnorson. All right, Mr. Chairman. 

The Cuaiman. If there are no further questions, we are very glad 
to have your views, Mr. Shishkin. 

Mr. Everman. Mr. Chairman, might I just make a very brief state- 
ment, and particularly request that there be included in the record 
of this hearing a compilation of 22 statements which we have offered 
here to the clerk in support of the principal testimony of Mr. Shish- 
kin. These 22 statements, Mr. Chairman, are of varying length and 
have been sent to us from 22 separate communities throughout the 
country, most of them supporting and urging a program of housing 
for the aged. 

I think this material is quite interesting in that in most instances 
the data has been collected from trade-union representatives, AFL 
or C1O, or both, attached to community chest organizations in various 
cities or in some instances the welfare federations in the city, and in a 
few instances, from the local housing authorities. They give facts 
and figures regarding the application of this type of legislation in 
those particular communities, 

I think the total impact of these statements, which vary in charac- 
ter and in length, is quite important in that they, I think, add up to 
an extraordinarily moving and factual presentation in support of the 
general program, urged by the witnesses here representing the coor- 
dinated AFL-C1O housing committee. 

This is supplementary supporting testimony giving instances from 
particular areas, to bear out and emphasize the main thesis. 

[ think it has considerable value in that respect, both to show that 
we are truly and indeed perhaps in some sense conservatively present- 
ing a concensus of opinion, informed opinion, throughout the country 
and that the data here, some of it, is exceedingly informative and 
could be of some value to this committee. ; 

The Cuarman. Without objection, that may be inserted. 

How much volume is there? , 

Mr. Rarns. Mr. Chairman, there is about 20 pages. I have looked it 
over. It looks to me like it is informative. 

Phe Cuarrman. Without objection, that may be inserted. 
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(The statements follow :) 


TWENTY-TWO STATEMENTS IN SUPPORT OF TESTIMONY OFFERED BY Boris SHISHKIN, 
Secretary, AFL-CIO Hovusine CoMMITTEE 


INTRODUCTORY STATEMENT BY JOHN W. EDELMAN, WASHINGTON REPRESENTATIVE, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, AND MEMBER OF THE AFL-CIO 
HOUSING COMMITTEE 


None of the statements included in the following presentations were written by 
me. I have merely made some minor editorial revisions in the materials for- 
warded to us from many individuals throughout the country. 

I am appearing before this committee today to support and, to some extent, to 
supplement the testimony in chief offered by Boris Shishkin, secretary, AFL-CIO 
housing committee. 

Our principal purpose in offering this series of brief factual statements from 
typical communities of all sizes and types is to demonstrate that the basic needs 
which this legislation seeks to meet constitute, in fact, a nationwide problem 
varying very little from one locality to another. Moreover, we seek to show by 
this symposium that the people in the widely separated places who know most 
about these matters have come to surprisingly similar conclusions as to what 
needs to be done to improve housing und social conditions in their particular 
cities or towns. 

Most of this testimony has been assembled by representatives of the trade-union 
movement who are working either as paid or volunteer assistants with the com- 
munity chest organizations in their particular cities or who are serving with 
the central social agency in that community, usually the welfare federation. It 
appears that the social agencies in practically all our urban centers have under- 
taken studies on, or given thought to, the problem of housing for the aging, 
and it follows therefore that the comments from these sources deal with that par- 
ticular aspect of the overall housing problem. In a number of instances the local 
labor councils who forward the data herewith quote from carefully considered 
communications they have, in turn, received from the executives of local hous- 
ing authorities. We are confident that the Members of Congress will recognize 
that a local trade-union official who offers specific data supplied by his local hous- 
ing authority does so because he has become convinced as a result of personal 
contacts and his own observation that evidence from this source is the best 
available in that community. 

We believe that considered in its totality this collection of statements is cogent, 
informed, and most effective testimony supporting the need for action by the 
Congress along the lines recommended in the principal testimony by the secretary 
of the AFL-CIO housing committee. 


NEW BEDFORD, MASs. 


Mr. Everett McCullough of the United Fund of New Bedford, Mass., forwards 
the following statement by Philip F. Tripp, executive director of the New Bed- 
ford Housing Authority: 

“A preliminary survey conducted by the Massachusetts State Housing Board at 
the time when a State-aided program of housing for the elderly was established 
indicated a very definite need of such accommodations, particularly for lone 
persons. 

“This authority is completing construction of 75 dwelling units under the State- 
aided program of which 18 will be for double occupancy and 57 for single oc- 
ecupancy. Based on the caseload of old-age assistance locally, a potential need of 
approximately 400 such units might be projected. 

“In our Public Housing Administration-aided (Federal) low-rent projects, we 
house a number of elderly couples in 1- and 2-bedroom units. In such cases, if 
one person dies, the lone survivor is permitted to remain. However, the law 
does not permit the admission of a lone person as a tenant. We would recom- 
mend such a change. 

“Housing for elderly people is a very definite problem and will be a much more 
serious one with the passing of the years. We would be inclined to subscribe to 
the position outlined in your memorandum with the exception of the segregation 
of elderly persons. Because of the requirements of structural design, we have 
in some of our existing projects some one-bedroom units which are incorporated 
into buildings under conditions where they are flanked by larger dwelling units 
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which are of course occupied by families with children. Our experience indi- 
cates that while in some cases the older folks have no objection, in most cases 
they seem to prefer to live away from the children and visit the areas where the 
children congregate at will rather than by necessity.” 


UTICA, N. Y. 


Mr. Faber Stevenson, executive director of the Community Chest and Planning 
Council, Utica, N. Y., writes as follows to Mr. Albert Woodard, administrative 
assistant to the director of the council: 

“With regard to housing for older people in Utica, I am glad to make these 
observations. 

“Many of the homes in this community are more than 40 years old. In the 
buffer areas between the downtown business district and the outlying, good resi- 
dential areas, there are a great many old dwellings which have been converted 
into rooming houses. These dwellings are generally not attractive and not well 
kept up. In furnished rooms of this sort are living most of our older people who 
do not have family connections or the means to afford better accommodations. 

“There is an acute need for attractive and up-to-date housing which will pro- 
vide single-person apartments for these older people. 

“I believe also that there is a rapidly growing need for our public welfare 
department to study the establishment of group or congregate care plans for 
older people—plans that might involve arrangement with a middle-aged couple, 
living in a commodious house, to accept single old people or couples for room and 
board. Many of these unattached older persons, who do not require hospital or 
nursing home care are, at the same time, not fully capable of doing their own 
house-keeping, planning and preparing meals, etc.” 

We reproduce also extracts from three other letters written to Mr. Woodard. 

Katherine E. Saxe, director, Senior Citizens Club of Utica, writes to endorse 
“the Lehman bill which provides that 10 percent of the authorized public housing 
units be designed, constructed, and set aside for elderly couples and elderly 
persons.” 

Excerpt from letter by Victor Perretta, executive director, Housing Authority 
of city of Utica, N. Y.: 

“Our local authority as of this date has as tenants 61 families who are age 65 
or over. This figure includes residual family members (1 person who is still in 
residence because of death, marriage (of child) ), hospital confinement, ete. 

“The number of elderly families housed by this authority approximates nearly 
10 percent of our total dwelling units (668) and it is our opinion that any 
additional public housing units that may be constructed in the city of Utica 
should definitely provide a number of such units with ramps, hand rails in all 
rooms, lower and practical bathroom fixtures, ete. 

“We are still receiving applications from older couples and we anticipate that 
the list will grow due to the retirement of many workers upon reaching age 65.” 

Excerpt from letter by Leon Luchnsky, Jewish Social Service of Utica, N. Y.: 

“I very pointedly do feel that there is a genuine need to set aside a certain 
amount of housing space for older people which can be planned in such a way as 
to require a minimum of walking and step climbing. 

“On the other hand, I am also very much in accord with the position taken by 
the AFL-CIO Housing Committee that segregation of older people is destructive 
not only for them, but for the rest of the population as well. In all of our 

gency work with the elderly, we have gone to great lengths to arrange that 
they (the elderly) be and feel a part of the general community. 

“My feeling, therefore, is that housing provision needs to be made for older 
people and certain special social service needs to be given them. This should 
be done in a way that does not physically or psychologically set them aside from 
other people.” 

CLEVELAND, OHIO 


Mr. Anthony J. Lang, AFL staff consultant of the community chest organiza- 
tion of Cleveland, points out that at the recent hearings conducted by the Rains 
subcommittee of the House Banking and Currency Committee in Cleveland, the 
welfare federation of that city presented able and comprehensive testimony not 
only on the special housing needs of the aged but on the need for an extended 
housing program. 
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Mr. Lang states, however, that the following plans and sketches and press 
stories illustrating the poetically named Golden Age Center built by the Cleve- 
land Housing Authority were not offered at the previous hearing, and we there- 
fore are making this inteersting material available at this time. 

Mr. Long quotes from a brief note on the general subject from the distinguished 
director of the Cleveland Metropolitan Housing Authority, Mr. Ernest J. Bohn, 
as follows: 

‘“* * * we are in accord with the A. F. of L.’s view that the aged should not 
be isolated which would in effect result in old folks’ homes. On every floor of 
the 14-story apartment there are eight 1-bedroom units which are occupied by 
the aged and four 2-bedroom units in which younger folks live. 

“Also not that the playground is near the building so that the old folks sitting 
on the west gallery can in a sense participate in the activities of the youngsters.” 


{From Community, vol. 29, No. 3, November 1953] 


Ovp Forks at Home—A Hovusineé Prosecr WITH SpecrAL FEATURES FOR OLDER 
TENANTS 


By Leona Bevis, Secretary, Committee on Older Persons, Cleveland Welfare 
Federation 


The foundations are down and the girders are going up for a unique 14-story, 
156-unit elevator apartment building in Cleveland. 

It is the Metropolitan Housing Authority’s first low-income public housing 
project designed with special features for older persons, who will occupy 
two-thirds of the 156 apartments in the building. The building is one part 
of 408 dwelling units to be built as part of the present Cedar Apartments. 
Most of these units are to be two-story houses for families with small children. 

A typical floor design of the building is a unique combination of the standard 
central corridor plan and the so-called gallery plan producing an S-shaped floor 
plan. Gallery bays placed off-center in the westerly and easterly sides of the 
building give outdoor corridor access to one-bedroom units, and permit cross- 
ventilation. Two elevators are to be located near the center of the building, 
and two stairways are located near the ends. The galleries will be cantilevered 
out so as to provide maximum sitting and exercise space with the sun on the 
east in the morning and on the west in the afternoon. 

The one-bedroom units, which contain living room, bedroom, combination 
kitchen-dining space, bathroom, and storage closet, are designed with living 
room and bedroom nearly equal in size. This will permit easy conversion of 
the one-bedroom unit into a twin living-bedroom combination merely by in- 
stalling a closet in the living room. 

Here again is evidence of the foresight and sound planning by the housing 
authority in recognizing the problem created by the death of one of the members 
of a two-person aged family. Heretofore, when such a death left a widow 
or widower, the housing authority was forced to evict the remaining spouse, 
thereby often creating real hardships. It now proposed to pair up 2 women 
or 2 men, and have them share a one-bedroom unit that has been converted 
into a twin living-bedroom combination. This gives each person the privacy 
of his or her own living-bedroom, but the two would share the remaining space— 
kitchen-dining room, bathroom, and storage closet. 

With an eye to the physical frailities of advancing years the apartments 
feature nonslip bathtubs and nonstumble thresholds, safety windows, low 
shelves and cabinets, and other aids to comfort and safety. 

The older tenants will not be confined to a special section of the building. 
As Ernest J. Bohn, director of the housing authority explains, “We recognize 
the fact that old folks do not want to be so isolated that the goings and comings 
of ambulances predominate. They want to see baby carriages and be able to 
live over the experiences of their youth in normal day-to-day living.’ Four 
units out of twelve on each fioor will be occupied by families so that there wil? 
be a reasonable mixture of younger and older people. The family units wil! 
be occupied by couples with very young babies and those who have an aged 
parent living with them, 
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The Golden Age Center 


A pleasant feature of the building is a Golden Age Center on the first floor which 
residents of the building and any older persons in the Cleveland metropolitan 
area will be invited to use. This center will be operated rent-fee by a new 
agency now in process of being created. A board of trustees has just been 
appointed by the board of the welfare federation. The center will be financed 
for a 3-year period by a special foundation grant. After that it is expected 
to become a financially participating member agency of the federation. 

The acquisition of the new space marks the end of several years of search 
by the federation for a suitable spot for a downtown center. It will become 
the headquarters for the federation’s city-wide recreation program for the aged, 
which already includes 36 Golden Age Clubs, the operation of a 2-week summer 
‘amp, many craft activities and an annual hobby show. It is estimated that 
the building wili be open to accept tenants in July 1954. The Golden Age Center 
is expected to open about the same time. 

The entire project seems to Clevelanders a fine example of what can be 
accomplished when public and private agencies pool their efforts and funds to 
develop a community progrm. Mr. Bohn, the authority’s director, was chairman 
of the welfare federation’s 5-year plan study committee, which included in its 
comprehensive study the needs for housing and recreation for older people. 
Now both of these needs seem well on their way to being met in the new 
apartment building. 
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{From the Plain Dealer, Monday, October 10, 1955] 
CENTER Is DEDICATED AS HAVEN IN SUNSET YEARS 


Success or failure in the second 40 years of life, measured in terms of hap- 
piness, is determined more by how we use or abuse our leisure time than by 
any other factor, it has been said. 

Certainly the over-60 people of the new Golden Age Center in the 14-story build- 
ing at Cedar Apartments Extension, 2320 East 30th Street, should have success- 
ful later years. 

With the dedication of the center yesterday, they take over the ground floor 
of the project with complete facilities for almost any sort of activity. 
Hundreds tour building 


Hundreds of persons toured the ground floor and other parts of the huge 
building before the dedication ceremonies and other hundreds made the tour 
after the program. 

Ernest J. Bohn, director of the Cleveland Metropolitan Housing Authority, 
said, as he turned over a symbolical key to Ralph Leavenworth, president of 
the board of trustees of the center: 

“The significant thing of this development is that it points the way in which 
private enterprise and the public, working together, can bring about a joint 
program. 

“This experiment being conducted here, we hope, will induce private enter- 
prise to build for a higher income level. That can be brought about in the 
redevelopment of areas in which the city is tearing down slums. Land in those 
areas can be made available for private construction. 

Cites future goal 

“The Golden Age Center, with the experience it gains here, will then be able to 
serve the aged who will live in the private housing. 

“Cleveland is again taking the lead in a new type of housing planning, as it did 
20 years ago when the original Cedar Apartments were built—the first public 
housing development in the Nation.” 

Bohn emphasized that construction of specially designed housing facilities for 
the aged is becoming more important each year because, in the country’s total 
population, the aged are a rapidly growing element due to advances in medical 
science. 

Bene factors thanke ad 

Leavenworth, after receiving the key from Bohn, said: 

“We shall endeavor to make the program and service of this center justify to 
the fullest extent the confidence and foresight you have shown in making this 
space available to us.” 

[le expressed thanks to the foundations which have agreed to support the center 
for the tirst 5 years. These are the Cleveland Foundation, Benjamin Rose Insti- 
tute, the Louis D. Beaumont I’oundation, and the Hanna Fund. 

His thanks went to the Welfare Federation of Cleveland, from which the center 
will derive support, and to numerous individuals and organizations that helped 
furnish and equip the center. 


Lucia Bing in charge 


Lucia Bing, who recently returned from Pittsburgh, where she organized a 
Golden Ace Center, will be in charge of volunteers for the center here. 

She described the dedication of the center as “the realization of a dream” and 
expressed the hope that the center would prove a lighthouse of happiness for the 
aged. 

Others who took part in the program were Galen Miller, president of the 
Welfare Federation of Cleveland, who congratulated the Golden Age group on its 
achievement, and Msgr. Frederick B. Mohan, director of Catholic Charities, who 
gave the prayer of dedication. 

The center will be guided by a professional staff and a board of 36 noted Cleve- 
landers. It will serve as a social center where men and women over 60 may 
come for companionship, recreation, creative classes and activities. 

Experience of centers in other cities indicates that such programs keep old 
people healthier and happier and reduce attendance at hospital clinics, according 
to officials here. 

Furniture and equipment for the center was purchased with money obtained 
through a small capital accounts campaign. Many Cleveland corporations, asso- 
ciations, and individuals contributed. 





























HOUSING ACT OF 1956 301 


[From the Cleveland Press, Wednesday, February 29, 1956] 
GOLDEN DAYS—VOLUNTEERS ARE GUIDES TO ORDERLY LIFE 
By Marie Daerr 


When a Cedar Apartments Extension homemaker returns, heavily laden, from 
a marketing expedition, she finds a courteous gentleman waiting 

First-time visitors to the building have no trouble finding 
display suite or the Golden Age Center’s lounge. 

Postman Louie Riddle finds volunteers to help him enforce his “please stand 
back until all the mail is in the boxes” policy. 

Responsible are 35 silver-haired Extension residents who wear official Cleveland 
Metropolitan Housing Authority guide badges. And in the opinion of M-ss Flor 
ence Connelly, Cedar Apartments manager, the building couldn't have a more 
loyal, efficient group of volunteers. 


“Someone is on duty from 9 a. m. to 10 p. m.,” Miss Connelly explained. “Shifts 
are 2 hours. 


to open the door. 
the apartment’s 


“Among the guides’ duties is discouraging youngsters from coming into the 
building and running the elevators. 
beautifully.” 
“The children aren’t any trouble, if they're approached right,’ commented 
79-year-old Harry Felix, who wears a watch given him after he had worked 
25 years for Willard Storage Battery Co. 
One of Felix’s colleagues and proud wearer of badge No. 1 is 70-year old Charles 
Jones, who likes to start his guard duties at 7 a. m., instead of the assigned hour. 
“I get up at 5 a. m. and make myself a cup of coffee,” Jones explained. “So 1 
might as well get to work.” 
Jones, first vice president of the Golden Age Center’s council of elders, thinks 
that one of the most exciting aspects of his volunteer job is meeting people from 
all over the world. 


Our volunteers are handling this problem 


“One day we had an international convention delegation that filled 12 buses,” 
Jones said. ‘Another day, a group of Germans came to see the building.” 

Once a month, the guides hold a formal meeting to discuss problems, and mayb 
suggest a new handrail or some other improvement. 

“Being a guide gives me new interest in life,” said 68-year-old Fred Walter. 
“It’s much better for me to keep my mind and body active than to sit all day in 
my apartment.” 

Other guides are Samuel Hudson, a former race-horse trainer who was S81 on 
Saturday and who has so little regard for superstitions that he accepted badge 1 
James Novak, 74, once a tailor, has added caring for the center’s plants to his 
zuide duties. 


» 
>. 


LOS ANGELES, CALIF. 


We present a statement on housing for the aging in Los Angeles County by 
Susand D. Adams, AFL-CIO representative attached to welfare federation of 
the Los Angeles area: 

“1. The committee on problems of the aging of the welfare planning council, 
Los Angeles region, reaffirmed its resolution approved by the welfare planning 
council's executive committee on March 13, 1952, that the public housing authority 
policy be changed which prevents single and unattached nurelated older persons 
from residing in Federal public housing units. 

“On the basis of this, the welfare planning council has asked their committee 
on social legislation to support that portion of S. 2790 (introduced by Senator 
Sparkman et al. for the Subcommittee on Housing of the Committee on Banking 
and Currency) which amends the definition of families for public housing to 
include ‘* * * a single person 65 years of age or over or the residuum of a tenant 
family.’ 

“Welfare planning council studies show that there are many elderly individ- 
uals of very low income in the Los Angeles community who would be benefited 
greatly by such revision. Moreover, the public housing projects in Los Angeles 
do have some vacancies, especially in the smaller size units, which are the ones 
most suitable for single elderly persons of very low income. 

“2. The need for housing at a reasonable cost for a segment of this older age 
group can be supported by the following: 
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A. The recent survey, the Senior Citizen in Our Community, made in Long 

seach by the Long Beach Community Welfare Council indicated that 48 percent 
of their single seniors (65 years of age and over) and 59 percent of their widowed 
seniors had cash income of less than $1,000. There are 30,000 people 65 years 
of age and over in Long Beach and the single individuals (single and widowed) 
with incomes of less than $1,000 constitute 25 percent of their total, or about 
7,500 individuals. 

“B. In the Long Beach survey about 10 percent of all elderly people were un- 
happy about their quarters. That is about 3,000 individuals (probably many of 
these from the single individuals with incomes under $1,000) were in this group. 

“©. Under California’s State old-age security program (kuown as old-age 
assistance in other States), the budget of $85 includes $15 for rent. This is cer- 
tainly a low figure and means the worst kind of living arrangements for those 
who have to live within this figure and want to maintain their own households. 
The vast majority of older persons want to do so. There are 115,000 such per- 
sons on old-age security in Los Angeles County and 268,000 such persons in 
California. About 40 percent of these have no outside income aud therefore must 
find housing within this budget figure. 

“D. The State study, Our Needy Aged, Henry Holt & Co., New York, 1954, 
showed that 12 percent of all single persons 65 and over had incomes of under 
$750 a year (p. 28). 

“E. The estimated total of persons 65 years of age and older in Los Angeles 
County is 450,000. If 10 percent of these are in the same fix as for Long Beach 
and the State as a whole, 45,000 persons are involved. Probably at least half 
of these, at a minimum, would find their living arrangements bad. 

“EF. The Los Angeles Association of Senior Citizens Organizations, recently 
formed with the help of the welfare planning council, stated in a recent meeting 
of the welfare planning council’s committee on problems of the aging that 
housing for low income senior citizens was the No. 1 requirement facing older 
people in this area. This association is studying S. 2790 with a view to sup- 
porting the principle of low-cost and low-rent housing for low-income elderly 
persons. 


DES MOINES, IOWA 


From Des Moines, Iowa, we present the following statement by James McDon- 
nall, AFL-CIO representative on the local Community Chest staff: 

“The housing situation is bad in Des Moines. Rental housing for low income 
older people just doesn’t exist other than care-and-keep nursing homes, county 
poor farm, and living with relatives. 

“The population of Des Moines and Polk County is about 226,010. County re- 
lief pays rent for 1,600 families; 935 families need improved housing. We need 
housing for about 900 elderly people. 

“In this city we have about 2,500 units that are substandard. Probably about 
800 to 1,000 of these should be condemned and would be by our health department 
but they have no place to put the people that are now living in them. 

“We have had the use of a vacated Army post that has been used for housing 
during and since World War II. The Federal Government is now going to close 
up a large portion of this Army post through its General Services Administration 
office in Kansas City, Mo. They plan on and have asked for bids to sell 59 of 
these buildings. Each of these contain 7 apartments, so a total of 413 apart- 
ments will be torn down. Every one of these apartments could be filled but about 
a year ago or longer the Federal Government ordered that when a tenant moved 
out the unit was not to be rerented. 

“This housing project has been operated by the Des Moines Housing Corp. 
that was set up by our city to take care of the acute housing problems during 
war and postwar time on a year-to-year lease basis with the Federal Government. 

“Iowa does not have any enabling legislation that will allow Des Moines to 
participate in Federal housing or urban development. Very few houses are being 
erected here that will rent for $50 or less. 

“The community services committee is joining with all other health, welfare, 
and Community Chest agencies in fighting to preserve these Army post housing 
units. We have 159 families living in the Army post at the present time. 

“The figures I have quoted are from the Polk County Welfare Department, Des 
Moines Housing Authority (Army post) Des Moines Polk County Health De- 
partment.” 
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Complementing Mr. McDonnall’s account of conditions in Des Moines, we have 
the following notes from Edric C. Greaves of the labor stoff of the Des Moines Com- 
munity Chest and Council: 

“We have operated 1 project of 900 units for veterans, and 1 experimental proj- 
ect of about 60 units for the extremely low income families living in shacks scat- 
tered about the city. Because of these two projects which have provided the only 
housing of a semipublic nature, we have acquired some knowledge of the housing 
needs and problems of our area. 

“In our interviews with the older folks of the very low income groups, most of 
them are unemployed, very unhappy about it, lonely, and have a desire to be alone 
in their homes. Better housing would guard the physical and mental heaith of 
these people as well as contribute to their happiness and well-being. Where 
shelter is inadequate and unhealthy these people suffer, which means additional 
medical expense to the county. It costs our county hospital approximately $20 
per day per patient for medical care and room. Better housing would be much 
cheaper. 

“Housing for the healthy folks who have been retired could be self-supporting 
by means of payments from welfare, social security, old-age assistance, and 
various pension funds. 

“Polk County has at the present time more than 4,000 recipients of old-age 
assistance. Recent surveys conducted by the county caseworkers has disclosed 
that about 40 percent of these people live in bad housing. 

“If the State of Iowa should, in the near future, provide its cities with the 
necessary tools that would enable them to participate in public housing programs, 
I am sure that we would most certainly want to provide special housing accom- 
modations for our aging population.” 


MILWAUKEE COUNTY, WIS. 


Harry E. Gunderson and Harold C. Sohrubbe, of the labor staff, Milwaukee 
County Welfare Council, sent to us the following quotation from a recent report 
of the Milwaukee Housing Authority to the common council of the city: 

“The housing authority has for some timé been aware of its own inability to 
provide a sufficient quantity of suitable housing for aged couples and individuals. 
The extent to which the authority is able to provide suitable accommodations is 
limited to approximately 150 one-bedroom, first-floor units. These units are in 
continual demand and a substantial backlog of eligible applicants exists. This 
type of unit lends itself most readily to use by older persons since it requires a 
minimum amount of effort to maintain and is easily accessibie to its occupants. 

“The authority, unfortunately, has never been able to fully meet the require- 
ments of the many aged applicants who have applied for accommodations for 
three specific reasons : 

“1. The limited number of authority units available suitable for use by the aged. 

“2. Inability of the authority under existing Federal law to house aged couples 
currently living in other than substandard housing (regardless of disproportion- 
ately high rents being paid). 

“3. Inability of the housing authority under existing Federal law to house 
individual persons except as residual families (i. e., where in the case of a couple, 
or two related individuals, one deceases, the other is allowed to remain). 

“The backlog of aged applicants is, of course, a fairly reliable indication of the 
needs for additional low-rent units for use by the aged, but in order to supplement 
our own knowledge concerning this problem, the housing authority in cooperation 
with the department of public welfare and the community welfare council pre- 
pared a survey questionnaire relating to the housing and income status of recip- 
ients of old-age assistance. The survey was conducted by OAA caseworkers, but, 
unfortunately, was terminated prematurely because of the press of other duties 
on the caseworkers. Only a relatively small number of the total caseload was 
actually sampled. The results of the survey, while not conclusive, have sub- 
stantiated our belief that a real housing problem exists for many of Milwaukee's 
low-income aged couples and individuals.” 


WATERBURY, CONN. 


Kenneth F. Knott, director, labor participation department, United Com- 
munity Fund of Greater Waterbury, Inc., Waterbury, Conn., forwards to us 
interesting comments from Miss Marion F. Hunt, associate executive secretary 
of the Community Council of Waterbury. 
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“We have asked members of the family and children’s section steering com- 
mittee to report on the need for housing for our senior citizens as they see it 
from the work of their agencies. 

“There were 8,055 people between the ages of 65 and 80 living in Waterbury 
at the time of the 1950 census. There were 17,165 between the ages of 50 and 65 
at that time. From our knowledge of the lengthening life span, a higher per- 
centage of individuals in this younger age group are likely to live to be 70 or 
80 years of age. Waterbury’s total population in 1950 was 104,000 and was 
recently estimated by the Connecticut Department of Health to be 112,000 in 
1956. 

“Mr. John Ross, of the Social Security Administration, feels that the younger 
people are moving out of Connecticut and that we have a larger population of 
elderly people than average for the rest of the country. Other communities 
have reported from their studies of the aging that elderly people tend to stay 
in the urban centers, whereas young couples are more and more moving to the 
suburbs and the country. We cannot prove either of these statements, but they 
are interesting to consider. At any rate, it is certain that the numbers of older 
people in our community are increasing and will continue to do so. Mr. Ross 
also stated that from his experience in dealing with those living on social 
security, it is impossible for them to find small rents which are within their 
means, since such rents are very expensive. He said that homeownership has 
helped some people, but they are not always physically able to maintain their own 
homes, so housing still remains a problem. 

“Mr. Begnal of the division of public assistance said that in his division they 
were aware that there were elderly people looking for moderate rentals on the 
first floor. These are apt to be very expensive, particularly if they are furnished 
apartments. Therefore, many old people have had to go into furnished rooms 
which are not at all attractive or satisfactory for them. Sometimes he has 
known of cases where old couples have even had to split up because they could 
not find a place which they could share together. Mr. Begnal felt it would be 
helpful if apartments could be provided where the housekeeping could be simpli- 
fied. Obviously such apartments should be on the first floor, if possible. 

“Mr. Cianci, of the housing authority, reports that they have had few requests 
for apartments for elderly people. Perhaps this is because it is generally known 
that the smallest apartments in the housing projects are 3-room units which 
would be suitable for 2 people, but not for 1. 

“Miss Ferguson of the visiting nurses association reports as follows: “There 
is some evidence of substandard living quarters utilized by elderly couples of 
foreign extraction in the Brooklyn area. Bathroom facilities are shared with 
other tenants and heat is supplied by kerosene stoves. This is also observed in 
relation to elderly Negro couples in the North End. 

“*Nurses in all sections of the city come in contact with elderly people living 
with the family of their son or daughter. Often these are widows or widowers 
who perhaps would be unable to manage individual living in their own quarters. 

“The nurses reported a few older couples who were attempting, under 
fiinancial stress, to maintain a home in the neighborhood in which arey are 
familiar. About half of these people are recipients of old age assistance. 

“Tt is the impression of the nurses that some elderly couples in the Berk- 
ley Heights housing project are not too content because of the confusion and 
activity of the children and young outgoing couples.’ 

“In the study of the Jewish aged which was made last year, the committee 
found that out of a total of 372, there were 40 persons living alone, 8 living 
in rooming houses or boarding houses, and 6 in nursing homes. The rest of 
the Jewish old people are living with relatives. The committee also found that 
there were 69 persons with physical handicaps and 22 with other serious 
handicaps so it would appear that some of these persons might be made hap- 
pier or more comfortable if more help from the community were to be made 
available to them.” 

NEW HAVEN, CONN. 


We offer herewith what we feel to be a valuable communication on the 
subject matter of this hearing from the very able executive director of the 
housing authority of the city of New Haven, Conn., Mr. Robert T. Wolfe. 
This letter by Mr. Wolfe is addressed to Carmen Romano of the labor staff of 
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the United Fund of Greater New Haven, Inc. Mr. Wolfe writes as follows: 

“I am happy to advise you of the situation with respect to housing for the 
aged and also for single persons as it exists in the program of the housing 
authority in this community. 

“In the 3 early low-rent projects that were opened in 1940 and 1941 and 
in the 2 State moderate-rental projects opened in 1949 and 1951, no specific 
planning was incorporated in the design of the projects to accommodate 
elderly couples. It is true that the McConaughy Terrace project (1949) does 
contains 24 single-bedroom units for which central heating and hot water 
are provided from central plants, and these have generally been allotted to 
elderly couples without children. They contain, however, no specific plan- 
ning in the way of special physical equipment which is indeed true of units 
that were planned for old people occupancy in later projects. 

“With the start of extension of the low-rent program by the construction 
of the Rockview project in 1951, the authority decided that although no special 
funds were made available by the Federal agency it would make a broad 
attempt to meet the needs for housing of elderly couples. It was for this 
reason, therefore, 3 separate buildings were set aside to contain 1-bedroom 
units and no others, totaling 24 apartments in all, out of the total of 202 
units in the project. These buildings were designed to contain flats or apart- 
ments all on 1 floor and were themselves only 2 stories in height, thus elimi- 
nating the necessity for any extended stair climbing. Further, the buildings 
were planned for and were located in the center of the development area and 
immediately adjacent to the office and maintenance building in order to reduce 
the amount of travel that elderly occupants would have to experience in order 
to contact the office for any reasons affecting the maintenance of their apart- 
ments, rent paying, ete. 

“After considerable investigation, the authority commissioners agreed that 
two of the main objections often voiced by elderly couples would be removed 
by planning in this manner; namely, they did not like to be isolated on the 
perimeter of the project and cut off from the general life of the community 
and secondly they did not like to occupy apartments in buildings in which 
families with children also resided. We have found that these two features, 
the only one which we were able to incorporate, have been highly successful 
and in fact the only turnover of tenants in these particular buildings has 
resulted from death or other natural causes. 

“In 1953 when it was again planned to develop another low-rent project of 
368 units adjoining the original Elm Haven project, the question of single-bedroom 
units for elderly couples was again seriously considered. In this new project, 
however, we were forced to employ high-rise elevator serviced buildings in which 
elevators stopped only at the first, fourth, seventh, and tenth floors. It was 
impossible here to create a whole building to house the elderly couples, and 
so the decision was made to locate appropriate apartments for them only on 
floors where elevator service was available. Other tenants on intervening floors 
have to walk either up or down one flight from the nearest elevator landing. 

“Here again, in order to reduce necessary travel by the elderly occupants to 
a minimum, appropriate apartments for them were located immediately adja- 
cent to the elevators and separate storage rooms were provided in the same 
location with their apartments making it unnecessary for them to carry storage 
belongings to the large centrally located storage rooms used by other tenants. 
Finally the authority designed and provided an automatically equipped laundry 
on the same floors with these apartments so that there is in effect a very minimum 
of physical exertion necessary on the part of the tenants who occupy this type of 
apartment. 

“The rigid control of construction costs necessarily executed by the Federal 
agency in compliance with statutory cost limitations has prevented us so far from 
being able to provide special amenities within the apartments for elderly couples 
such as special bathtubs, lighting fixtures, kitchen cabinet equipment, ete. 

“Like most other people interested in the public housing field, we are deeply 
conscious of the necessity for more extensive planning for the needs of aged 
people and we encourage the fullest support possible for the legislation now pend- 
ing in Congress that would provide special facilities for this type of tenant. 

“We are aware, too, that the need exists for housing for elderly single persons 
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who up to this time may not be admitted as tenants to any public housing proj- 
ects—again a statutory condition of our contract with the Federal agency. 
Here, too, the authority endorses the proposal in pending legislation to permit 
the admission of this type of tenant beyond stipulated age brackets to existing 
public housing projects, and we are hopeful indeed that both this provision 
and a special provision for housing of the elderly will prevail in whatever bill 
comes out of the Congress this year.” 


ERIE COUNTY, PA. 


From Mr. George Kelly, AFL-CIO community chest representative in Erie 
County, Pa., we received the following memorandum prepared by Miss Helen 
Passmore, associate executive secretary, Welfare Council of Erie County: 

“In 1955, the Welfare Council of Erie County completed a long-range planning 
survey of all health and welfare services and needs in the community. Over 400 
individuals participated in this survey. 

“The problem of the care of the aging was one of the most important and critical 
ones encountered in the survey in which housing was given great emphasis. The 
following excerpt is quoted from the long-range planning survey: ‘The care of the 
aged is and will continue to be one of our major social problems, as the popula- 
tion in the age group over 65 years is rapidly increasing. (Notre.—The age group 
of 65 and over increased 47 percent in Erie County from 1940 to 1950.) This 
problem must be considered from the financial or economic circumstances, health 
factors, emotional aspects, housing, and custodial care. The prospect of growing 
old has certain deep-seated emotional reactions. Aging is frequently accom- 
panied by fears, anxieties, and the dread of becoming dependent or handicapped. 
Sound social planning must include counseling services, adequate shelter either 
in congregate homes or low cost housing units geared to the infirmities of age.’ 

“It is recommended that the city planning commission of the greater chamber 
of commerce give serious consideration to the need of building housing facilities 
geared to the physical limitations of the aged and in all economic brackets. 

“A recent analysis of public assistance grants shows that the average monthly 
grant for an old age assistance recipient living alone in Erie County is $42.67. 
Inquiry revealed that the minimum rental for a room is $4 a week or $18 a month. 
This leaves a balance of $24.67 for all other needs, including meals in restau- 
rants. Housekeeping rooms range from $12 to $18 a week. 

“We believe the above information Ineds strong support to the need for low- 
cost public housing facilities for the aged and that special arrangements should 
be made available to meet their special needs.” 


CHICAGO, ILL. 


From Chicago we append herewith a most informative discussion (submitted 
by Paul Iaccino, secretary, and Lawrence A. Keller, representative, Community 
Services Committee, Cook County Industrial Union Council, Chicago, Ill.) on 
community services for older people which deals largely with the housing 
aspect of this problem. The material in this paper, we are informed, has been 
supplied by several of the social agencies in Cook County. Appended is a valu- 
able statistical table by the Illinois Public Aid Commission on the living arrange- 
ments of old age assistance recipients : 

“Community services for older people 

“In a study made, it was found that older people living alone or with an aged 
spouse cling to their independence even when they no longer can perform regular 
household duties such as marketing and the preparation of food. There is 
always great resistance to a change to boarding house, nursing home, or some 
other protected environment. Yet services that would enable the older person to 
maintain independence is lacking in this area. 

“At the time of this study housekeeper and homemaker services were con- 
sidered as services that should be operated and coordinated with a casework 
program and, because of the expense and needed training, should be made availa- 
ble only to the most urgent cases. 

“A history of a particular program set up in one of the Chicago housing projects 
follows, and it could be one that may be found as an answer to some of the exist- 
ing problems. 
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“About a year ago the staff of the Chicago Housing Authority made a survey 
of the older residents at Ida B. Wells project. They found 137 old persons living 
at the project, most of whom received old-age pensions. The remainder had 
incomes equally limited, from private pensions or other sources. One-fourth 
were visited and interviewed. 

“In the group surveyed there were some elderly couples and some widowed 
persons living alone following the death of the spouse. In the latter situations, 
efforts were made to help the aged person find a relative who could share the 
apartment and who would be acceptable to the tenant. In some instances, this 
was another elderly person. 

“Among the group visited, most of them needed some help in the home either 
occasionally or regularly. A few had help from interested neighbors or rela- 
tives. Several had no help at all. As in the study made by the Community 
Project for the Aged, needs varied from those who required the help of some- 
one to run errands when they were ill to those who needed someone to keep 
the house clean, do the marketing, or prepare at least one meal a day. One 
elderly couple, both too ill to do much for themselves or each other, refused to 
discuss any change to a nursing home or other protected arrangement even if 
it could be arranged. 

“There were no organized services in the community available to these people. 
From a conference with Cook County Bureau of Public Welfare, it was learned 
that in some situations the cost of home services might be included in the old 
age pension grant. If an old age pension recipient was ill and the attending 
physician recommended that he needed certain personal services, consideration 
could be given to including in the grant an amount to pay for these services. 
First, the ill person or his relatives or friends must find someone who would 
give the service recommended by the physician, and secure approval of the 
agency for employing the person for a specified number of hours. The em- 
ployed person submitted a bill after the services had been performed. An 
amount to cover this cost was included in the recipient’s next check. 

“The welfare agency, which had not, up to this time, been authorized to 
develop a housekeeper or homemaker service, pointed out several occasions. The 
client must find the person to do the work. The hourly wage was small. The 
person employed must wait for 2 or 3 weeks for her money. The money was 
paid to the client, and if through misunderstanding or because of unexpected 
expenses, the money was used for other purposes, the person who performed the 
services had no recourse. The system has worked best where there is a contin- 
uing need for service, since, after the initial waiting period the employed person 
ean be paid regularly. The running of errands, such as marketing, could not 
be included for those on old-age pension, but could be provided for persons re- 
ceiving help under the blind assistance program. 

“In an effort to develop a pool of persons interested in participating in a 
home-service program, it was decided to ask a nonsectarian private agency which 
had an organized housekeeping service to provide a training course for persons 
recruited by the housing project staff. Recruitment would be chiefly from 
within the housing project, from women who had a few extra hours a day and 
who could earn a few dollars without traveling far. Although this suggestion 
did not receive the full approval of the private agency, some progress has been 
made in recruiting and training women for this service. 

“The housing project in the meantime secured the cooperation of the Girl 
Scouts to run errands for the older people. Cards were given old people who 
required this help. When they needed an errand run, the card was put in a 
window and any Girl Scout who passed was to stop and do the errand. 

“Presently, an effort is being made to develop a volunteer domestic service 
program through the housing project’s women’s service club. Agencies which 
have housekeeper services, the Volunteer Bureau, and the American Red Cross 
will be requested to cooperate in providing training. Supervision will be given 
by the housing project staff. This effort was approved by a committee repre- 
senting several of the agencies to be involved. 

“The survey at the Ida B. Wells project serves as an example (1) that needed 
services are not available to older people; (2) that urgent need exists; and 
(3) that services must be developed even if they do not meet recognized 
standards. 
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“It is our conviction that there are many older people who need help with 
housework, marketing, or other errands who are themselves capable of super- 
vising the work of the person who helps; that such help would enable them 
to remain independent; that such help can be provided without expensive 
training and supervision; and that, at least until such time as the community 
develops sufficient organized and supervised housekeeper services, every effort 
should be made to develop some of the needed domestic aids. It is recommended 
that division I of the welfare council explore the possibilities of establishing 
domestic home services through appropriate agencies. 

“Consideration should be given as to how and under what auspices either 
volunteer or paid services can be developed. Volunteer efforts by women's 
church groups to serve their own members should be initiated. Community 
councils might consider this as a project for improving the conditions of old 
people in their own neighborhoods. The Chicago Housing Authority should use 
the knowledge gained at Ida B. Wells to extend this kind of planning to other 
projects. Older people’s groups or clubs might organize such a program in 
their own neighborhoods. Neighborhood houses and community centers might 
provide leadership for such efforts. 

“Emphasis should be placed on the helping or service aspects in recruiting for 
either paid or volunteer services. 

“Three private agencies and one public welfare agency have housekeeper 
services in the Chicago area. One private agency provides services to a few 
of its own older clients. The Chicago Department of Welfare can provide service 
to its older clients who need such help for a temporary period because of acute 
illness. In both agencies, the larger part of services available go to families 
with small children. 

“Consideration has long been under way for establishing a similar service in 
Cook County Bureau of Public Welfare. It is recommended that housekeeper 
or homemaker service be established in the Cook County Bureau of Public 
Welfare, and that the old age pension recipients be given the same consideration 
as younger clients. 

“From England, particularly, we have information about home services for 
older people. Voluntary societies and Government agencies work in close co- 
operation in the development of services. A program is developed in one area 
by the Government bureau with representatives of voluntary societies on the ad- 
visory committee, in another by a voluntary society with the Government agency 
paying the fee for persons unable to pay it themselves. 

“Domestic service holds an important place in this planning. A report from 
Bristol, where the home-help program was sponsored by the Council of Social 
Service, showed help going to many old people over extended periods. Help 
given was chiefly for cleaning but included help with cooking, shopping, and 
mending. In some cases, in cooperation with the visiting nurse, it included caring 
for invalids. 

“A ‘Meals on Wheels’ service was frequently sponsored by voluntary societies 
or church groups. Low-cost hot meals were taken to infirm, elderly persons by 
mobile canteen and were purchased by the aged at a cost within the resources 
of their old-age pensions. This service was given without regard to income. 
Inability to cook or shop, infirmity, and old age were the only qualifications 
necessary. 

“Lunch clubs, also serving low-cost hot meals, were sponsored by various 
voluntary groups. These served the double purpose of providing well-balanced 
meals to single persons who frequently would not trouble to prepare them for 
themselves. This service also provided opportunities for new friends and com- 
panionship to otherwise lonely and isolated oldsters. 

“The limitation of low-cost protected living arrangements and the happier 
adjustment of older people who are able to remain in their own homes make 
it essentiaPthat agencies serving older people devote imaginative and constructive 
planning toward the creation of needed home services in Cook County. 

“Mrs. Helen G. Laue, the consultant on services for older people on the 
Welfare Council staff, has given us the following information from a group 
that has been working with a special experiment in Chicago: 
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“Because adequate housing accommodation for older people is an essential 
factor in strengthening their capacities for independent living and because of 
the current interest in special housing needs of older persons, the following 
matters should be given careful attention at the proper community planning 
level wherever a large number of older persons is residing in a neighborhood: 

“1. That adequate homemaker services and efficient arrangements for pro- 
viding them should be available for older people in those situations where these 
services can be effectively utilized. 

“2. That older people should have ready access to leisure time activities 
either at a well-staffed and equipped senior center or under more informal 
auspices. The program should be under the direction of a group worker who, 
in addition to other qualifications, should be alert to recognize need, able to 
handle emergency situations, and competent to make use of community referral 
service. 

“3. That arrangements should be made for an on-the-scene person. 

“(a) The housing authority should organize its operations so that a com- 
munity tenant relations staff member is available to each public housing project, 
particularly where there is a high concentration of older people. He should 
be within easy reach of the tenants, and their mutual relationship should be 
such that they feel free to turn to him when needs arise which they are not 
able to handle alone. 

“The training program for community tenant relations aids should be or- 
ganized to give them a genuine understanding of older people so that they 
can recognize need and take appropriate action. They should be equipped with 
the knowledge necessary to make effective use of community resources, especially 
of a community referral service. 

“(b) That the housing authority should be prepared to work with the welfare 
council and the community to develop activity programs for older people, at 
each project where there are large numbers of older residents, and to reach out 
to the older people in the surrounding community. 

“(c) That the housing authority should make funds available for adequate 
trained personnel to give increased attention to the social needs of tenants. 

“4. Adequate clubroom and recreational space should be planned and provided 
in all housing developments. Existing statutes and ordinances should be re- 
vised to make this mandatory for new construction. In older buildings the 
necessary alterations should be made. 

“New construction should be planned, and buildings already in use should be 
changed to make accommodations safe and comfortable for older people, e. g.: 


Se. 


Adequate heat—higher than for younger families 

Elevator—if more than 2 stories 

Public telephone 

Cabinets and shelves within easy reach 

Nonskid floors 

Bathroom safety bars 

Windows with easy opening and closing devices and washable from inside 
Electrie stoves 

No thresholds 


ur 


5. Housing for older people should be located at sites where there is ready 
access to— 


Business and shopping centers 
Transportation 
Medical facilities 


“6. Every possible means should be developed for assuring tenants personal 
protection either through the local police or through watchman service.” 
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Illinois Public Aid Commission—Percent distribution of old-age assistance 
recipients living arrangement,’ Cook County, March 1955 


Living arrangement Percent 

ieee aia the a Falta eve kel ce Rip il al nS TELA et ty 100. 0 

OO SS, SM ONES FOI OR SD ELIE LALO SELLE DALE AS ALE LANE 46. 5 
OEE ND ee TR oS ES 12 IE AOL AR, ALPEN ALLELE IOS 26. 4 
Rak lar IR, Se <A AO Aa Ae PP I BRA AI Nt PRES AT PREM I Pir 20.1 
IS aie tans ac is el Pe yl GR Ro tick AA Dine eA ae 8.3 
estar iseneeisenarenen in epemmaeanenmees 1.8 
cane ete a mM lg a ei et. ia pert ee it 2.5 
Ca cilia mitt iced alaeetetecniaminiaetan 4.6 
Ta chicane ie ea ha lend eRe ARR. oreo amet 2.9 
I Si ARE SA, Sd SRR AE EE tie AEA AA I DAL AS a ROP 34.2 
aeons lel saps atin ST eee aa say cee cae eh Sage, See oe 17.8 
a A ial ke. paella sa. ey ER aN Me ete aA EE ROE AE ON A IEE REE LOS AARP 5.9 
Nonrelatives__________ Seca AeA TEE So aR aOR FN SA en = lee er eae 10.5 
ELE ET LE ATS A RCRA PME ELLA LIL LEA ALE Sa ANI 10. 4 
aga gai a A ere ange a 9.6 
I III NN cc alr ain ohn ds cancieg eigen .8 

CT ALIAS: DA ie PS IR mR PRS ON SE a RNR NE A OE PEE 8.9 
NE Pal ITE Le RR BENE DD CRIP IN LID PLS LOT RARE AD ee OD 6.3 
a eile aw a gehen A Ae aaa 2.6 


1 Based on a 5-percent sample of all persons receiving assistance or had payments made 
on their behalf in March 1953. 


Selected data for households in Chicago with heads 65 years of age and over, 1950 





Head of household 65 
All households years of age and over 





Number Percent Number | Percent 








Family income in 1949:! 
PE Es eiiteeie rnin tic tarde <Ethphnbce wil 1, 069, 655 100.0 134, 490° 100.0 


Less than $1,000__ 




















age «hm 107. 505 10.1 41, 295 | 30.7 

$1,000 to $1,999___-__- Eeniae a: 83, 395 7.8 | 17, 445 | 13.0 

SL. a Se 156, 680 14.6 | 18, 520 13.8 

$3,000 and over CERT Y 658, 195 61.5 | 49, 745 36.9 

Not reporting me 63, 880 6.0 | 7, 485 5.6 
Condition and plumbing: | 

Dilapidated dwelling units__ | 62, 585 5.9 7, 735 5.8 


Not dilapidated but lacking priv ate toilet 


or bath, or with no running water___-_-_- 140, 890 13.2 16, 370 12.2 
Head of household: 


Male head, wife present, and no nonrela- 








tives _. eee Sub deestined 735, 975 68.8 62, 190 46.2 
Other male head - Sine ISR 139, 425 13.0 | 27, 415 20. 4 
Female head _-__--.--- EET SEI SEAL EE | 194, 255 18.2 44, 885 33.4 





1 Income of only ane eiiies and individuals. 
Source: Nonfarm Housing Characteristics, Chicago, Il., Standard Metropolitan Area, United States 
Census of Housing: 1950, bull. H-B36. 
BRIDGEPORT, CONN. 


Frank Connell, labor relations secretary, United Fund of Eastern Fairfield 
County, Bridgeport, Conn., offers this interesting data: 

“The city of Bridgeport recently completed two large public-housing projects. 
It has been stated that Bridgeport now has more public housing than any city of 
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its size in the United States. It has been estimated that 50 percent of the apart- 
ments in the recently completed housing projects have remained vacant because 
of the overrigid eligibility provisions. 

“Because of a State highway that will pass through the city of Bridgeport, 
many tenants are being forced to vacate dwellings that have been taken over by 
the State, and demolished to make way for the new highway. Many tenants, 
including elderly people, are being denied admission to public housing because 
they are over the income limits established by law. The ceiling on income has 
recently been raised, but it still is not high enough to permit middle-income group 
to make application for public housing. 

“Private social agencies working with families and aged people report difficulty 
in placing older couples and elderly single people in public housing. 

“Family social service agencies in making referrals on housing to the Bridge- 
port Housing Authority are informed that public housing was designed for 
family units, and therefore elderly single people are not eligible. This means 
that agencies must then make arrangements to place elderly single people with 
relatives or friends.” 

Mr. Connell also calls attention to newspaper accounts of a legislative hearing 
in the State capitol early in April of this year where State officials testified that 
the State of Connecticut is now frequently obliged to pay sums ranging from 
$35 to $38 per week, plus medical costs, for the care of aging persons in private 
homes. It was indicated that there were some 2,800 State patients for whom 
costly care is required. 

Witnesses at the hearing said that the solution of the problem of caring for the 
aged does not lie in the direction of building large, special institutions. 


MEMPHIS, TENN. 


Ray Allen and H. H. Fisher, labor staff representatives, Memphis and Shelby 
County (Tenn.) Community Chest, write as follows: 

“Memphis is one of just a few cities in this country that has already built 
some accommodations designed to aid old people. Our newest public-housing 
project has rampways built at each end of each three-story building to assist the 
elderly and the infirm. These ramps have proved to be very practical and popular. 

“As near as they can under the law, our housing authority tries to take care 
of the older people; and they are in agreement with the Lehman bill (S. 3158) 
even to the setting aside a certain percent for old people. Their reasoning for 
this is that they have found that trying to mix them with younger couples with 
children some times creates complaints from the elderly people. 

“We are especially for the change which would allow for single old persons to 
become eligible for public housing or publicly aided housing of any type.” 


DETROIT, MICH, 


From Bernard Dancey, staff representative, community services committee, 
Greater Detroit and Wayne County Industrial Union Council, comes this 
comment: 

“The Metropolitan Committee for the Aging on which labor is represented 
has made urgent representations to the Housing Commission of Detroit that 
a definite percentage of public housing units be set aside for elderly or aging 
couples. So far there is no indication that the commission will act along these 
lines. We strongly endorse and support Federal legislation to this end.” 


CHICAGO, ILL, 


Grace Smedstad, AFL staff representative, labor welfare service department, 
Welfare Council of Metropolitan Chicago, writes in part as follows: 

“In the Seandinavian countries housing units generally contain apartments 
reserved for occupancy by older people either alone or with some member 
of the family. Such older persons are also encouraged to occupy one of these 
apartments situated in or as close to the area in which they have always lived, 
thus lessening the chances of loneliness and making somewhat easier the transi- 
tion from a family unit to living alone. 

“Apartments for older people frequently have a bell connected with the 
apartment of a matron who is on call in case of need and who is specially trained 
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to recognize any need for medical care and knows where it can be secured. 
Older persons respond well to encouragement to take charge of their personal 
care, of their household chores, including cooking and modest home entertain- 
ment. Where such activity is wholly or in part impossible, help is available 
in the degree necessary, including a program whereby warm meals on trays 
are delivered by truck when needed. 

“The results of this type of care have been amazingly good in many directions. 
By remaining in the general area, older people are not subjected to deep feelings 
of rejection and the often consequent disruptive effects. By living in a building 
occupied by family groups of all ages, older people manage to keep their sense 
of belonging and do not tend to disappear into their own private unhappy and 
discontented worlds. Many of them supply much needed and appreciated baby- 
sitting services to their younger neighbors and gain in return a continuing 
realization of their own worth to the community which of course lessens the 
chances of their becoming insoluble problems to their families and neighbors. 

“The matron is trained first to be a good neighbor and provide help or under- 
standing whenever needed. She is also familiar with medical and social services 
available and is charged with the responsibility of securing trained assistance 
when required, 

“The reservation of a given number of living quarters for the use of older 
persons can be expected to lessen the need for nursing homes or old people’s 
institutions and have the further advantage of allowing for a large degree of 
flexibility as the need for such reservations varies. 

“Generally speaking, it has been found that people of all ages are happier, 
more self-sufficient, and more able to contribute to the overall good of the com- 
munity when they are an integral part of that community rather than living 
isolated and apart. This has been forcefully proved in the field of child care— 
a home, foster or natural, even when lacking in some desirable advantages, pro- 
duces a better adjusted child than the most meticulous institution. 

“The sense of belonging, being a part of a continuing community is particularly 
important to older people whose ability to adjust and accept new conditions 
lessens substantially as the years go by. It also seems axiomatic that younger 
people need to be constantly aware that they, too, will be old one day and need 
to understand that old people cannot be successfully put out to pasteur and 
forgotten.” 


OMAHA, NEBR. 


From: John Humpal, chairman, community services committee, Omaha-Council 
Bluffs Industrial Union Council, Omaha, Nebr. 
Re: Special conditions relating to the aged and needs for low-cost public housing. 

“The Housing Authority of the City of Omaha is the local public body created 
by statutes of the State of Nebraska. The authority owns and administers the 
6 projects, which have a total of 1,778 units. 

“Special conditions affecting the aged were not taken into consideration when 
these units were designed, as the various unit sizes indicate. Fifty percent of 
the units have 2 bedrooms, 30 percent have 1 bedroom, and 20 percent have 3 or 
more bedrooms. There are no efficiency one-room apartments which would better 
fit the needs of the aged. Elderly couples may be assigned a one-bedroom unit in 
any location. No local policy has been set as yet to make sure that older couples 
will be placed in ground-floor accommodations, which is certainly a special need 
of the aged. 

“Recently the authority adopted a new policy which states that the surviving 
spouse of an elderly couple may remain in the housing at a reduced rate of $20 
per month. We feel that this is a step in the right direction, but as yet single 
elderly people cannot be accepted in the units. There are no statistics available 
indicating the number of single aged people who need low-cost public housing, but 
it is the considered opinion of this group that the special needs of the aged must 
be taken into account, not only in present housing but more especially in future 
plans for low-cost public housing.” 


OAKLAND, CALIF, 


Raymond R. Colliver, director, AFL—CiO Community Services, United Crusade, 
Oakland, Calif., states that it is the opinion of all the social agencies in Alameda 
County (Oakland) that there is now no medium- or low-cost housing available 
for aged couples, but that the need for social facilities is acute and urgent. 
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NEW BRUNSWICK, N. J. 


Francis R. Lyons, labor participation director, United Fund, Middlesex County 
(New Brunswick), N. J., sends the following note: 

“During the past 3 weeks I have contacted the New Brunswick City Welfare 
Department, the New Brunswick Housing Authority; the Child and Family Serv- 
ice Bureau of New Brunswick; the Urban League of New Brunswick; and the 
Middlesex County Welfare Department to survey unmet needs of elderly couples 
and elderly single persons. 

“Without exception each of the groups contacted agreed that problems exist 
and that they are unable to bring about a solution with current facilities. 

“The Middlesex County Welfare Department added the information that the 
lack of decent housing causes the county to board out many of its indigent charges 
in substandard housing and often at rates felt to be exorbitant.” 


TOLEDO, OHIO 


From Howard H. Rediger, executive secretary, Toledo, Ohio, Industrial Union 
Council we have the following notes: 

“There are presently in Toledo some 500 dwelling units that have been declared 
substandards and must be immediately demolished. 

“An interesting breakdown indicating the types of problems which these sub 
standard units create for our municipal authorities is found in a report by 
Dr. Warren P. S. Hall, superintendent, housing control, City board of health. 
The board of health only handles those types of housing where legal problems 
are involved. As can be seen from the following breakdown, social questions are 
inextricably tied in with the matter of physical substandard conditions. 

“There are 35 condemned houses where social problems arise such as— 

“1. Broken families. 

“2. Oversize families. 

“3. Old-age pensioners and/or other indigents. 
“There are 53 condemned houses where the families are: 

“1. Unable to vacate because of financial difficulties. 

“There are 89 houses vacated: 

“1. Dilapidation is so far gone that they are unfit for habitation. 

“There are 31 houses under “Conflict of standards” 

“1. Wrongly zoned. 
“2. Illegal conversion such as 2 families occupy a place legal for only 1 
family. 

“There are 117 houses where work permits have been issued for repairs: 

“1. Some are unwilling to repair properly. 
“2. Others are financially unable to do the work. 

“There are 11 hotels involved: 

“1. By this we mean flophouses. 

“Attached to this brief report are three pictures that will illustrate that we 
are up against the same problems as many other cities. The explanation is on 
the back of each picture.” 


The Cuamman. If there are no further questions, does that com- 
plete your statement, Mr. Edelman ? 

Mr. Epetman. It does. 

The Cuairman. Thank you very much. 

Will you call the next witness / 

ava Cierk. Mr. Chairman, the next witness is Mr. John H. Stelling, 

‘., president of Stelling Village, Inc., Tampa, Fla. 

the CHAIRMAN. Mr. ‘Stelling, you may proceed as you desire. If 

you have a written statement, you m: Ly read it. 


STATEMENT OF JOHN H. STELLING, SR., PRESIDENT OF STELLING 
VILLAGE, INC., TAMPA, FLA. 


Mr. Srecurne. Mr. Chairman and distinguished members of the 
committee, it is a great privilege for me to appear before you today to 
(discuss briefly some of the housing legislation which is now before 
this committee and before the Senate committee. 
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I would like briefly to state how the principal of Stelling Village to 
create low rental homes for our senior citizens came to my mind. 

Being a recipient of social security pension myself, a few years ago I 
noticed that my pension would not enable me to live in New York in 
comfort and after investigating how people subject to similar condi- 
tions lived, I came to the conclusion that they were a burden to them- 
selves, due to the privations they were subject to. Rentals in the North 
being what they are and also the severe winters which must be endured 
leaves very little money to subsist on. I also found out from the 
National Social Welfare Association that the greater majority of 
people living on social security have no other income. 

I originated a plan whereby it would be possible to give senior citi- 
zens, over 65 and living on social security, a small home for single per- 
sons at $22.50 and for a couple $30 monthly, fully equipped, fireproof, 
hurricaneproof, termiteproof and in lovely surroundings in the State 
of Florida, where the climate would be beneficial to them and where 
there would be plenty of amusement for them in the way of fishing, 
bathing, and other outdoor activities. 

This plan was discussed with my associate, Mr. Earl] Pelletier, who 
became very enthusiastic, and he immediately investigated all possi- 
bilities pertinent to this idea. 

Mr. Pelletier traveled the State of Florida to find an appropriate 
location and we finally purchased 70 acres, 14 miles south te Tampa, 
on United States Highway 301, which runs from Baltimore, Md., to 
Bradenton, Fla., and which would be sufficient to build 1,000 homes. 
lor future expansion we purchased another 270 acres, controlling one- 
half mile on each side of the road. 

In order to eliminate large contractors’ profits we erected a couple 
of model homes ourselves, keeping an accurate cost accounting, which 
proved to us that these homes could be rented at the figures mentioned 
above. 

Our design, which is livable and comfortable, is 20 by 20 feet, having 
a living room, bedroom, kitchen and bath; ample closet space, ventila- 
tion on all sides and a covered patio, at a cost of $3,000, which includes 
land, utilities, roads, and necessary facilities. 

All buildings will be built of concrete, cement, and steel. Buildings 
are planned especially for old-age people with ramps, large doors, 
electric plugs at least 4 feet from the floor, handrails in the bathroom 
to prevent accidents, and so forth, and will be fully equipped with 
electric range, 8-cubic-foot refrigerators, hot water, and heating 
facilities. 

In our research we found that where it is quite possible, with the 
aid of the Government to give our senior citizens low-rental homes, 
this program is only the beginning of how to take care of this group 
of people who have been useful all their lives and have contributed 
so much to the wealth of the United States of America, and the pro- 
gram laid out for Stelling Village is such that it will not be a burden 
on the taxpayer and at the same time will make the tenants be con- 
tented and give them a feeling that they are still useful. 

This program is explained by the attached 18-point brochure, which 
will be strictly adhered to and the execution of which will at all times 
be incapable hands and under capable management. 





i lt it 


Vesbae: tet 





Slates Sabon ats 





ila 2 eet. Ae 


sureties 


ae | 5 ee aR Micah acer 8. 





Sasearesnt- 


we 


= = - SS 


o 


9 


i 


)— 
Nn 
\- 


h 





ere eee ee 





sp rae 


is dass s actly PMA 





PEI a tune 1 5 eat . 





HOUSING ACT OF 1956 315 


These people must not be allowed to become bored with life and at 
the end of their life span they must find that the happiest time of 
their lives comes from the right kind of retirement. 

You gentlemen will kindly notice that all provisions have been made 
to establish recreation halls, religious services, stores of all kinds, open- 
air farmers’ market, free transportation to go fishing, to the beaches, 
shopping in Tampa, excursions, and picnics. We intend to give part- 
time employment to the people living in this project for the upkeep 
of the project as a whole. There will be special plots of ground for 
flowers or vegetables, the forming of musical, art, and cultural groups, 
and everyone will have the opportunity to be occupied and be 
interested. 

The purchase price of the land, erecting buildings, cost of improve- 
ments, and so forth, to the present date has been borne by myself and 
associates. 

Our first communication with the Government was receipt of a bill 
from Senator Potter which would require the establishment of a 
United States Commission on the Aging and the Aged. This is bill 
5. 693. This bill takes into consideration the organization of the com- 
mittee to study the conditions of our senior citizens and to recommend 
legislation to alleviate their living conditions. 

Also we are greatly interested in bill S. 2790, introduced by Senators 
Sparkman and Lehman, and others, recommending appropriations by 
the Government to aid such projects as Stelling Village. 

I now refer to bills H. R. 9881 and H. R. 10157, introduced by the 
Honorable Mr. Rains, chairman of the Housing Subcommittee, and 
we are naturally deeply interested in bill H. R. 10157, under title ITT, 
section 304, authorizing the administration of the Housing and Home 
Finance Corporation to lend institutions like Stelling Village sufficient 
funds on a 50-year amortized mortgage at a low interest rate following 
the program outlined in our project. 

Stelling Village, a nonprofit corporation, at the end of the 50 
years, when the mortgage is paid up, will turn over its properties to 
any agency or foundation R servath by the Home and Housing 
Administrator. 

Mr. Chairman and members of this honorable body, I would like you 
gentlemen to be very firmly persuaded that I have no personal financial 
ambition to make a lot of money on Stelling Village, which would not 
be possible, and I will be very happy to have myself and Mr. Earl 
Pelletier, who worked with me so strenuously and faithfully over 
these years to make Stelling Village a possibility, receive just a reason- 
able salary for the management of the village. 

Mr. Chairman, I therefore respectfully trust that the Congress and 
the Senate of the United States will favorably consider the require- 
ments of our aging citizens, who are increasing yearly, and I hope that 
if, as, and when Stelling Village becomes a reality there will be 
many similar projects in the United States where the climate is 
favorable. 

Thank you for your consideration, and I hope that the committee 
will take this opportunity to give our senior citizens the decent, safe 
housing which they so badly need and which they so much deserve. 

Mr. Brown (presiding). Are there any questions of Mr. Stelling? 

Mr. Berrs. I would like to ask a question. 

77603—56——21 
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Mr. Brown. All right, Mr. Betts. 

Mr. Berrts. Is this Stelling Corp. a corporation not for profit? 

Mr. Sreiiinc. That is right. 

Mr. Berrs. You are acquainted with the provisions of Mr. Rains’ 
bill. Iam asking for information. I don’t think anybody has brought 
out the mechanics of how this works. We have had a lot of generalities. 

Mr. Rains’ bill provides for loans by the Government to corpora- 
tions not for profit. Is the Stelling Corp. a corporation not for profit 

Mr. Srevtine. That is right. 

Mr. Berrs. If the loan is made to it, how does it pay off the Gov- 
ernment loan ? 

Mr. Sretirnc. We expect to get an income of around $350,000 or 
$360,000 a year from rentals. 

Mr. Berrs. Then a loan is made to your corporation. What security 
is there? Is the loan secured by a mortgage to the Government? I 
suspect then there would be no downpayment; is that right? The 
corporation not being profitable wouldn’t be able to make a down- 
payment, would they ¢ 

Mr. Sretiinc. No. There isno profit and we make no downpayment. 
I have spent all my money on it so far. 

Mr. Berrs. What is the Stelling Corp. that went out to start this? 

Mr. Sretirnc. We expect the Government, if they grant us this 
loan, to collect from us every month as we collect the rentals, the 
mortgage payment as per agreement, and we have made provisions for 
that. 

Mr. Brrrts. I am interested in how you started this thing. You are 
acquainted with Mr. Rains’ bill? 

Mr. Sretiine. Yes, sir. 

Mr. Berrs. You form a corporation, not for profit. It has no capi- 
tal back of it, then, does it ? 

Mr. Stetina. No, sir. 

Mr. Berts. Do you buy the landthen? You said you went out and 
bought 70 acres. 

Mr. Srettrna. I bought it. 

Mr. Berrts. If you have no capital, how can you buy that 70 acres? 

Mr. Sretitrna. Yes. I handled it. 

Mr. Berrs. How did you buy it, if the Stelling Corp. had no capital ? 

Mr. Sretiine. I bought it for the Stelling Village. 

Mr. Berrts. In other words, you made your own investment; is that 
right ¢ 

Mr. Sretitna. Yes. 

Mr. Berrs. Was it transferred to the corporation ? 

Mr. Sretiing. Transferred to the Stelling Village. You see, I 
understood that Congressman Rains’ bill would allow a nonprofit or- 
ganization to borrow from the Government 100 percent of the money 
needed to act. 

Mr. Berrts. In other words 

Mr. Rarns. May I interrupt? 

You also understand it would be up to the Housing and Home Fi- 
nance Administrator to determine the security and the responsibility 
of the nonprofit organization, not just anybody who wanted to organize 
could come out and borrow money ¢ 

Mr. Sretirc. I understand that. 
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Mr. Berrts. I think it important to get it in the record. 

Mr. Rarns. It would have to have strings on it, of course. 

Mr. Betts. I don’t think that isin the record. It is sort of a general 
proposition, a nonprofit organization would get the loan from the Gov- 
ernment. Do you anticipate churches and lodges to be the type of non- 
profit organization that would get a loan? 

Mr. Sre.iina. Yes, sir. 

Mr. Berrs. Is that right? 

Mr. Rarns. Well, you actually visualize labor unions, foundations 
like the Friends, the Quakers, and all such, who we anticipate will 
move in. The subcommittee hearings list many organizations who 
were interested. A great many of them not known to me, but in check- 
ing on them I find them to be not just some organization of individuals 
but foundations and institutions, much like colleges. 

Mr. Berts. That is all I wanted to know. I don’t think that has 
been in the record, the exact mechanics of how we go about this. I 
think it is important to have it in the record. 

Mr. Sretiine. Mr. Betts, may I make this remark ? 

We have been working on this thing for several years. 

Mr. Berrts. Pardon? 

Mr. Stetina. I have been working on this for several years. I have 
had correspondence with universities, colleges, institutions of all kinds, 
who want to enter into this field, and I didn’t want to go any further 
than I am today until I know of some ways or means of getting the 
finances to do this work. When I do get that, civil institutions, organi- 
zations, important people in this country, who are willing to join me 
as trustees, which would be satisfactory to the finance loan committee 
of the Government, designated by the Government or by Congress, to 
persuade them that it is not loaning money to an individual. I don’t 
really care about money any more. I am sorry to say. I am too old. 
And I have nobody to leave it to, so it is all right, but there are a lot 
of important people that I have been working with that would be 
willing to join me as soon as they know that there is a possibility of 
this project going ahead. I have bought the land, and I have bought 
additional land recently. We own about 340 acres. It was purchased 
for the purpose of establishing this village and also for the purpose on 
the other acreage to build small homes for working people at the—at a 
very low price. I may make a few dollars on that, and I may not. 
[am not sure. 

In one part of the land we own we are going to build 214-acre orange 
groves for people that want to retire and have something to do, have 
their own place to live, and all that. We may make a few dollars on 
that. Iam not sure. 

But on the Stelling Village the only thing I would like to have is the 
management at a very, very low, reasonable salary, where I will be 
able to walk through the place and see a couple of thousand very happy 
people living there, and that will be compensation enough as far as I 
am concerned. 

Now, if the lending agency that is willing to consider a mortgage or 
a loan to Shelling Village requires an institution or important people 
that are nonbiased to be trustees of Stelling Village, I can furnish 
that when the time comes. 
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Mr. Berrs. You say you have contacted some of these corporations, 


not for peels and they are interested in proceeding under the Rains 
bill; is that right? 


Mr. Srexiine. Yes, sir. 

Mr. Berrts. Is it a fair question to ask if you could name some of them 
- + they are going to be testifying here, to state their interest in the 

ill? 

Mr. Sretirne. Well 

Mr. Berts. I think if we are going ahead to consider the py 
of nonprofit organizations cooperating to this extent, because I thin 
we have to have their cooperation, I think the committee should know 
who is interested in it, how many there are, and if they are willing to 
express themselves. 

r. Sretyine. Mr. Betts, I am not quite prepared to answer that 
question at the present time. If you will allow me, I may write you in 
a couple of weeks and give you that information. 

Mr. Berrs. I would be glad to have that information. 

Mr. Rarns. If you will look at the book which is part of the hear- 
ings we are on, the subcommittee hearings in Philadelphia, you will 
find some very fine testimony by a man named Hereford Crossman, 
representing the American Friends Service Committee, you will find 
them in Philadelphia and in all five of the hearings. 

Mr. Berrs. I am glad to know that. 

Mr. Rarns. They are right in these hearings, all the way across. 

Mr. Brown. Are there any other questions ? 

Mr. O’Hara. Yes, Mr. Chairman. 

Mr. Brown. Mr. O’Hara. 

Mr. O’Hara. I don’t know that I quite understand. You expect to 
furnish homes for our senior citizens at rents from $22 to $30 a month ? 

Mr. Stevie. Yes, sir. 

Mr. O’Hara. You are basing that upon the cost of construction 
and you find that you can build homes down there and rent them at 
from $20 to $30 a month ? 

Mr. Sretirne. I have built a few to establish the cost. 

Mr. O’Hara. Do you now require additional money ? 

Mr. Sreiirne. May I show you? 

Mr. O'Hara. Just briefly. I don’t want to take too much time of the 
committee. I don’t understand why you are looking for other money, 
if you can build these houses and rent them from $22 to $30 a month. 
That is a private transaction, isn’t it ? 

Mr. Srexiine. That is the price we want, yes, sir. 

Mr. O’Hara. How does that dovetail into our discussions here? 
If you bought this land as an individual, and you find you are able 
to build properties that you can rent at a figure where certainly there 
is + ag a demand, what help do you need from the Government ? 

r. Srecirne. Well, sir, you know it is a very different thing to 
build 1 or 2 homes or build a thousand at one time. It costs very 
much more to build one or two than build a large quantity. All the 
accessories in a home, like refrigerators, stoves, sinks, lights, all that 
costs money, and very much more if you build only maybe a dozen 
of them or build a thousand of them. 

Mr. O’Hara. That I understand. 
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What we have in mind is that many fraternal and church organiza- 
tions will wish to go into this field of supplying houses for the elderly 
citizens, but how does that dovetail with the plans of a private indi- 
vidual, who has made your own study and as a businessman finds that 
he can erect for private enterprise these houses that will rent for 
from $22 to $30 a month ? 

Mr. Sretiinc. Wait a minute. I have only made an attempt at this 
thing. I am not in the business of renting homes, sir. I have only 
built a few of them to establish in my estimation what I could build 
them for. 

Mr. O’Hara. I think you are clarifying it. Thank you very much. 

= Sreiirng. I am sorry to say I am at the end of the rope, 
and—— 

Mr. O’Hara. I have heard about your project and have been very 
much interested. I thought you had found a way down there to 
build with private money houses for the elderly citizens that would 
rent at these figures they can afford to pay. That you haven’t been 
able to do? 

Mr. Sretxine. I can get private money, but at such interest rates 
that I couldn’t possibly rent them at $30a month. Here is a home. 

Mr. O’Hara. Let me stop you right there. If you can get interest 
money at reasonable rates, then you could furnish this housing for the 
elderly citizens at these prices. 

Mr. Srexurne. That is right. If I have to pay five or six percent 
for money—— 

Mr. O’Hara, I think I understand. 

Thank you very much. 

Mr. Stetina. I just can’t do it. 

Take a project like this, it costs $3 million for a thousand homes. 
All right, if I pay five percent interest on it, it is $150,000 a year, out of 
an income of $360,000, and I have got to amortize the mortgage at the 
same time. I have got to do all the upkeep of the place. It costs 
money for water, electricity, and so forth, 

Mr. O’Hara. Thank you very much. 

Mr. Brown. Dr. Talle? 

Mr. Tate. You are Mr. Stelling, aren’t you? 

Mr. Sretirinea. Yes, sir. 

Mr. Tate. The village is incorporated, isn’t it? 

Mr. Sre.iine. Yes, sir. 

Mr. Tatxe. Will you tell the committee what there is in the village 
now in the way of homes and business facilities? 

Mr. Stetina. Yes,sir. We have got 70 acres that have been cleared, 
which was pretty bad, because we had to eliminate all the big stumps 
of the trees, and the palmetto brush and all that. We have a road 
in there. We built two single homes and one double home, and some 
foundations for future homes, to determine the cost of what a home 
would actually cost us, and that is as far as we have gone. 

Mr. Tatxe. Are there any stores? 

Mr. Stetina. Not yet. We are building, as soon as I go back to 
Florida, a recreation hall where there will be some activities and we 
hope to go on and build a few stores. Of course our plan includes 
stores. Our plan includes a farmer’s market, our plan includes a 
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clinic, it includes a gas station, which will be started next week, and 
we want to make it a wholly, self-contained village. 

We also are building a motel, which will be started in 2 weeks, 
so that if the senior citizens or the tenants of the place feel inclined 
to have their children or grandchildren near them, they have a place 
to live there. The motel will be very reasonably priced. The stores 
will sell merchandise and we are going to see to it that they are 
selling it at a fair profit and not exorbitant profit so that these senior 
citizens can live decently, comfortably and have a few dollars left 
every month to go to the movies or have whatever they want to; 
don’t you see? 

Mr. Tate. What is the nearest town? 

Mr. Sretirnc. The nearest town is Riverview, four miles. 

Mr. Tate. How large is that town? 

Mr. Sreviinc. That is a small town. The other town is Tampa, 
a big town, which is 12 miles, but we have buses already purchased 
which will bring all these people to Tampa, to the beaches, to the 
river, which is 2 miles away, for fishing, 1f they want to, and take 
them on excursions once in awhile and picnics once in awhile and 
keep them amused. 

Mr. Tate. Is your property in the storm and tornado area? 

Mr. Srexrnc. No, sir. Anyhow, the houses are entirely built 
of cement and steel and there is very little chance of them—maybe 
a few tiles would blow off the roof, but that is about all. Tampa 
is on the west coast and has not the hurricane problem they have 
on the east coast. Of course, the houses are built hurricane proof. 
They can stand about 200 miles an hour wind. 

Mr. Tatuiz. Thank you, Mr. Stelling. That is all, Mr. Chairman. 

Mr. Brown. Mr. Stelling, we are glad to have your testimony. 
You may be excused now. 

The next witness, Mr. Clerk? 

The Crerk. Mr. Chairman, the next witness is Mr. Robert D. 
Sipprell, National Association of Housing and Redevolopment 
Officials. 

Mr. Brown. Come around, Mr. Sipprell. You may proceed in 
your own way. 


STATEMENT OF ROBERT D. SIPPRELL, PRESIDENT, NATIONAL 
ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS, 
CHICAGO, ILL.; ACCOMPANIED BY LAWRENCE M. COX, EXECU- 
TIVE DIRECTOR OF THE REDEVELOPMENT AND HOUSING AU- 
THORITY, NORFOLK, VA. 


Mr. Srpprecy. Thank you, Mr. Chairman, and members of the 
House Committee on Banking and Currency. 

I notice that the clock is running on, and with your permission, 
in presenting our oral testimony, I will perhaps summarize some 
provisions of it in the interest of your time and ours. 

Mr. name is Robert D. Sipprell, and I am appearing as president 
of the National Association iP Housing and Redevelopment Officials. 

I am also the executive director of the Buffalo Municipal Housing 
Authority of Buffalo, N. Y. 
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I have also with me today Mr. Lawrence Cox, who is the executive 
director of the Housing and Redevelopment Authority of Norfolk, 
Va. He is with me in his capacity as a former president of our 
association and because he now directs a very active program of 
urban renewal and might be helpful in questions. 

The National Association of Housing and Redevelopment Officials 
is a private, nonprofit professional association of citizens and local 
public officials interested in the improvement of public administrative 
practice in housing, redevelopment, and community renewal and in the 
achievement of a healthful living environment for every American 
family. 

The members of our organization are, largely, those who are admin- 
istering the public housing and urban renewal programs in cities 
throughout the United States. They are concerned with all the prob- 
lems of planning, financing, building, managing, and regulating hous- 
ing for low-income families and under the urban renewal program— 
with slum clearance, housing rehabilitation, neighborhood conservation 
and enforcement of housing standards laws. 

This association and its membership has a very real interest in the 
several bills before this committee since they all include provisions 
which affect the manner in which we can carry out our local programs 
and fulfill the objectives of national housing policy set forth in the 
Housing Act of 1949. Our testimony is based on more than 20 years 
of housing experience in this field, on the part of local housing officials 
throughout the country. 

Perhaps the most important single area of concern to us at this 
time is the matter of Federal-local relations in the housing field. We 
feel this subject should also be of grave concern to the Congress. 

At the annual conference of the association held in Cleveland last 
October, our membership went on record through a formal resolution 
protesting “the accelerating trend toward Federal domination of local 
public housing and renewal programs.” I am submitting the full 
text of this resolution as an appendix to this testimony. 

It is notable that some of the Federal-local difficulties outlined in 
our NAHRO resolution were also revealed by the on-the-spot exami- 
nations of the subcommittee on housing of this committee during this 
past fall and winter. These observations stem largely from an exami- 
nation of local urban renewal operations but, from our experience, 
have equal validity in the public housing field. The specific reference 
is found on pages 24-25 of Report No. 1 of the Subcommittee on Hous- 
ing. 

I have quoted in my statement some sections from your report and 
with your permission, I will skip over that because I am sure it is 
familar language to the members of this committee. There were a 
good many strong words, but we must say that we share with the sub- 
committee its strong feelings on this matter. While we recognize that 
any program of Federal assistance requires regulations, reports, and 
proper checks and audits, it is our sincere belief that Federal agen- 
cies have gone beyond these points. We particularly are discouraged 
by Federal insistence on detailed supervision of local programs, en- 
tangled procedures, and small regard for local initiative and enthu- 
siasm. All of these matters taken together have placed a virtually 
impossible burden on local agencies trying to move forward on public 
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housing and urban renewal programs. With all of the difficult prob- 
lems facing us we need now, more than ever, a sense of partnership 
between Federal and local agencies and a mutual eagerness to move 
projects along quickly and effectively. Putting it even more strongly, 
unless this roadblock is removed, it is doubtful if the very challenging 
and essential housing program enacted by the Congress can ever be 
achieved. 

I would like to digress, with your permission, and state that the 
Federal-local relationship we are talking about is embodied in a con- 
tract identified as an annual contributions contract. In order for 
you to understand some of the concern we have in this contract 
relationship, I would like with your permission to submit for the 
record and for your information a contract document, and an analysis 
of the contract, as prepared by a contract committee of our associ- 
ation last July. 

An examination of the declaration of national housing policy con- 
tained in the Housing Act of 1949 shows clearly that it was the intent 
of Congress that these programs be locally oriented. This is further 
borne out by the legislative testimony accompanying the adoption of 
the Housing Act of 1937 and 1949. The more recent statements by the 
Subcommittee on Housing lend further weight to this position. 

We believe that the most effective way to bring about the “rigorous 
self-analysis” proposed for Federal agencies by the subcommittee is 
for such review and evaluation to be carried out under a definite policy 
laid down by the Congress for the guidance of administrative agencies. 
The Congress should make it unmistakably clear that it is its intent 
to recognize and support the American tradition of local autonomy, 
and that it believes in local initiative and responsibility, particularly, 
in matters which affect so closely local development and well-being 
as housing and urban renewal. It is our hope and request that 
Congress will restate its position by strengthening and rewording 
the declaration of national housing policy contained in the housing 
Act of 1949, in the direction of emphasizing local responsibility. 

We hope that this committee will review carefully the resolution 
on Federal-local relations passed by our Association as well as the 
Subcommittee’s report referred to above. Should this committee ac- 
cept the need for re-affirming the position of local responsibility, our 
Association would be pleased to submit detailed suggestions, par- 
ticularly on technical matters, in regard to revising the 1949 policy 
statement. 

We are very pleased to see the numerous provisions liberalizing the 
terms and conditions under the FHA insurance programs since many 
of them will have beneficial effect on the program of urban renewal. 
We are limiting our comments on the insurance programs to those 
that more directly affect the urban renewal areas. 

We are confident that the provisions included in H. R. 10157 will 
materially assist property owners in renewal areas to obtain financing 
on terms and in amounts which are more realistic for the purpose of 
rehabilitating their properties in accordance with the renewal plan. 
We support the proposed revisions. 

We support the provision permitting an allowance for builder’s and 
sponsor’s services, profit, and risk of 10 percent involving urban re- 
newal projects under section 220 and giving the FHA Commissioner 
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authority to prescribe a lesser percentage if he certifies that a 10 per- 
cent allowance is unreasonable. It is felt that this would be ample 
inducement for builders to be attracted to this form of dwelling con- 
struction and improvement. 

Adequate housing for relocation of families displaced by redevelop- 
ment and renewal is essential to the program’s success. Recognition 
of this fact exists in the relocation provisions of both the Housing 
Acts of 1949 and 1954 and in such programs (existing or proposed) 
as public housing, housing for the elderly, FHA’s section 221, the 
secondary market provisions of the Federal National Mortgage Asso- 
ciation. We support the amendments to the section 221 program pro- 
posed in H. R. 10157 and we believe they will stimulate long needed 
interest and activity in this program. The increase of maximum per- 
missible loan amounts to $8,600 and $9,600 in geographic high-cost 
areas should improve the possibility of interesting builders in this 
type of construction. However, there is some question as to whether 
even the proposed increased maximum amount is adequate to assure 
construction in some cities where costs are extremely high. 

While on the subject of relocation, we should like to comment 
briefly on remarks included in the subecommittee’s report No. 1 which 
stated : 

* * * The subcommittee urges that the Federal authorities charged with over- 
seeing relocation responsibilities exercise increased vigilance to make sure that 
municipalities are in fact doing an effective and humane job in this area. * * * 

We are concerned about the implications of this statement. Relo- 
cation is a local problem in its truest sense, the procedure for which 
must be so flexible that it can be adapted easily to a wide variety of 
local conditions. It seems to us that a statement of principles, ac- 
cepted and adhered to within the framework of existing legislative 
requirements, would assure a successful relocation program. Such a 
statement of principles was last year developed and adopted by this 
association and distributed widely throughout the country among 
public officials and agencies having relocation responsibilities. A copy 
of the policy statement is an appendix of this testimony. 

The a ap legislation would amend the cost certification re- 
quirement by making such certifications incontestable after the FHA 
Commissioner’s approval of the certification, barring fraud or mate- 
rial misrepresentation and also permits the allocation of general over- 
head costs acceptable to the Commissioner to be included in the total 
certified cost. 

We are in full accord with these proposed changes as additional 
realistic approaches to encouraging private capital investment and 
activity in rental housing. 

We are very much impressed with the provisions of H. R. 10157 
which would establish a new loan program for housing for the elderly 
pathannert after the college housing loan program. The loans would 

e available only when private capital is not otherwise available for 
this purpose. We are convinced that this is a large step in the right 
direction toward meeting the problem of housing of the elderly. 

We have not noted in any of the bills introduced over the period 
of the last 2 years, however, recognition of the fact that sponsors of 
such housing will inevitably find themselves immersed in a special 
set of social problems. It is doubtful that many private individual 








324 HOUSING ACT OF 1956 


or organizational developers will want to assume responsibility for 
meeting these problems and that, hence, their planning must be done 
in concert with local social-welfare agencies who will agree to co- 
ordinate their work with that of the developer. In our 1955 testimony 
we indicated that the entire range of the special problems of the 
aging is so wide and the nature of these problems is still so imper- 
fectly understood that we advocated the appointment of a general 
study commissi®n on the aging, which commission would give special 
and intensive consideration as to how to develop a program of pri- 
vately financed housing for the elderly. We should like again to urge 
this procedure. 

Urban-redevelopment and urban-renewal programs have advanced 
since 1949 to a point where we can visualize that the benefits to our 
cities will be even greater than we had thought possible. But the 
rate of progress on actual redevelopment projects has been dispro- 
portionately slow in relation to the need for, and the promise of, the 
program. To some extent this pace is due to the mass of paperwork 
and the high number of administrative hurdles that are placed in the 
path of local governmental agencies in the renewal field. We have 
already discussed our association’s great concern with reference to 
Federal encroachment on local initiative and local responsibility. That 
also applies to the public-housing program and I think your subcom- 
mittee has made a number of findings in that direction. 

With respect to specific provisions under the capital-grant authori- 
zations, we support the increase of $1 billion in funds to be made 
available for slum clearance and urban-renewal projects to be made 
in 2 equal increments on July 1, 1956, and July 1, 1957. 

We support the provisions extending urban-renewal assistance to 
major disaster areas under certain conditions as incorporated in sec- 
tion 402 of H. R. 10157. We also support some of the urban renewal 
provisions contained in Mr. Widnall’s bill. 

Mr. Ratns. I don’t think there is any need to go over that because 
I made a statement the other day that there were certain technical 
matters in Mr. Widnall’s bill that the subcommittee had no objection 
to, so I don’t see any need in him reading that, Mr. Chairman, unless 
there is some specific reason. 

Mr. Stepretyi. Thank you, Mr. Chairman. 

Mr, Wipnai. Will that part of the statement be incorporated in 
the record ? 

Mr. Brown. The full statement will be incorporated in the record. 

Mr. Stppre.ti. They are important technical points. I think they 
are familiar to you. 

Additional changes we would like to see incorporated into legislation 
are as follows: 

It is now a requirement of the Urban Renewal Administration 
that a community cannot qualify for a planning advance unless a 
specific urban renewal area has been designated, with determinations 
made as to what portions of the area are to be cleared and what por- 
tions are to be rehabilitated. This requirement has deterred—and 
certainly delayed—many communities from initiating urban renewal 
projects. Such detailed determinations should be part of the planning 
process for which the advance of funds should be made, as is done in 
the public housing program. 
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It should be possible, also, to plan large areas of at least neighbor- 
hood size, although the final projects may turn out to be much smaller. 
Flexibility is needed, so that a local public agency can plan a large 
area and carry out that plan in stages. Under this procedure, many 
present preliminary planning requirements could be eliminated and 
sounder renewal i could be done. The point to be made is 
that the purpose of the planning advance is to permit detailed plan- 
ning ; presently too much of this detailed planning must be done before 
it is possible to qualify for an advance planning loan. 

Localities also greatly need to achieve continuity in urban renewal 
planning. Staffs and programs must be kept operating as long as 
slums exist. Many projects planned today will take 4 or more years 
to achieve. Planning advances are now geared to (thus limited by) 
the capital grant funds available on a State and National basis. 

Yet capital grants are not necessarily spent on the same ratio, since 
in certain instances programs may not find their way to consummation. 
Hence, operating under the restriction of the capital grant prevents a 
community from planning ahead, even though it may be prepared to 
do so on a long-range basis. We, therefore, recommend that plan- 
ning advances be permitted for projects in excess of capital grant 
authorizations by some reasonable percentage. 

The financing of the one-third local share of redevelopment and 
renewal projects is becoming an increasing problem in some com- 
munities, many of which are turning to supporting public facilities 
and using them as the local contribution. This pattern is developing 
most markedly as local workable programs stimulate greater use of 
public works programing. 

However, local circumstances frequently require that a specific 
public improvement—an elementary school, for example—be con- 
structed in a slum area prior to that area’s being designated and 
planned as an urban renewal project. 

We recommend that such improvements be eligible as local grants- 
in-aid if the area in which the improvements are made is designated 
an urban renewal project area within a 5-year period after completion 
of the improvement. Such a provision would not only assist localities 
in financing urban renewal but would also encourage sound public 
works planning. 

We support the proposed increase in the urban planning grant 
authorization as incorporated in section 404 of H. R. 10157. 

There are several points with reference to the public-housing pro- 
gram, covered in proposed legislation, on which we would like to 
present our views. 

At the annual conference of our association in October 1955, the 
membership approved a resolution recommending that the public- 
housing program be set on an annual level of 10 percent of total 
national housing production. While we consider this percentage 
essential under current conditions, it is also our recommendation that 
the President be authorized to change this percentage in the event of 
any marked shift in the national economic picture. 

This recommendation is not an arbitrary one. It recognizes the 
extent of the need for public housing and places proper emphasis on 
making the program a continuing stable function, instead of a hand- 
to-mouth operation. 
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Since 1950, local housing authorities and the Public Housing Ad- 
ministration have operated on authorizations for a single year’s pro- 
gram ranging from a high of 50,000 units in 1951 to a low of 20,000 
units in 1953. 

We do not believe we need to tell this committee the difficulty 
involved in operating a program where the future is unknown and 
uncertain. A local housing authority needs from 2 to 3 years to 
carry a public-housing project from planning and site selection, to 
construction and operation. With public-housing units allotted by 
the Congress on a year-to-year basis, it is practically impossible for 
an authority to make commitments for a local housing project and be 
assured that this work will not be in vain. Again, it is difficult to 
properly establish a plan to meet local needs, without some evidence 
of a continuing program on the Federal level. 

We strongly urge the adoption of the 10-percent formula based on 
total housing production on a continuing basis, subject to the Presi- 
dent’s discretion in case of a shift in the Nation’s economy. 

The provisions contained in section 502 of H. R. 10157 regarding 
public housing for the elderly contain features that we support. Our 
recommendations are: (a) That the definition of family be enlarged 
to include single persons 60 or more years of age rather than the mini- 
mum of 65 or more years of age: (4) that first-occupancy priority be 
given to the elderly under the proposed provisions and up to 10 per- 
cent of vacancies in existing units; (c) that the per room construction 
cost limit for the elderly be raised to $2,250; (d) that there be waived 
for the elderly families the requirement that such families must have 
come from substandard housing in order to be eligible for public 
housing; and (e) that recognition be given to providing for those 
housing authorities operating housing for the elderly additional 
management costs that such program incurs. 

I would like to digress for a moment and state that our emphasis 
on admitting the elderly in public housing on a hardship basis is, in 
effect, what we are asking for in suggesting that they not be subject 
to the substandard housing requirement. This is very important with 
respect to providing housing for elderly persons in existing projects. 
It has proven to be quite a bottleneck. 

I will skip the next paragraph, therefore, in my statement. 


MINIMUM STANDARDS 


We should like to state our support for an added provision which 
would give to local public agencies the maximum amount of discre- 
tion with respect to the size of any housing project, the type of dwell- 
ings, and project densities and design. Strict Federal control and 
regulation on which we commented earlier in this statement are tend- 
ing to regiment local initiative, design, and development of public 
housing to the detriment of the program. 


RESTRICTIVE AMENDMENTS 


We support the striking of all restrictive amendments that have 


been added by way of appropriation acts during the past several 
years. 
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FARM LABOR CAMPS 


We support section 503 which provides that title to farm labor 
camps be conveyed to local housing authorities that certify to the need 
for such camps for housing families and single persons of low income. 
We supported this proposal last year and are most hopeful that the 
Congress will include this provision in its 1956 action. 


FARM HOUSING 


We again support, as we did in 1955, the reactivation of the title V 
farm housing program of the Housing Act of 1949. 

Mr. Chairman, that concludes our formal testimony presentation. 

As I said earlier, I have Mr. Cox with me from Norfolk, Va., who 
has had extensive experience in a real operating program under urban 
redevelopment. 

Norfolk, Va., is probably further ahead than any other community 


in the country in this respect and has had an unusual experience in the 
relocation problem. 


If you are willing, perhaps Mr. Cox would have some additional 
comments to make, supplementary to my testimony. 

Mr. Brown. Before we go to Mr. Cox, Mr. Sipprell, your entire 
written statement, as requested, will be incorporated in the record. 

(The statement follows:) 


TESTIMONY OF ROBERT D. SIPPRELL, PRESIDENT, NATIONAL ASSOCIATION OF HOUSING 
AND REDEVELOPMENT OFFICIALS, CHICAGO, ILL 


My name is Robert D. Sipprell. I am appearing as president of the National 
Association of Housing and Redevelopment Officials. I am also the executive 
director of the Buffalo Municipal Housing Authority of Buffalo, N. Y. 

The National Association of Housing and Redevelopment Officials is a private, 
nonprofit professional association of citizens and local public officials interested 
in the improvement of public administrative practice in housing, redevelopment, 
and community renewal and in the achievement of a healthful living environ- 
ment for every American family. The members of our organization are, largely, 
those who are administering the public housing and urban renewal programs in 
cities throughout the United States. They are concerned with all of the prob- 
hing, financing, buliding, managing, and regulating housing for low-income 
families and under the urban renewal program—with slum clearance, housing 
rehabilitation, neighborhood conservation, and enforcement of housing stand- 
ards laws. This association and its membership has a very real interest in 
the several bills before this committee, since they all include provisions which 
affect the manner in which we can carry out our local programs and fulfill the 
objectives of national housing policy set forth in the Housing Act of 1949. Our 
testimony is based on more than 20 years of housing experience. 


FEDERAL-LOCAL RELATIONS 


Perhaps the most important single area of concern to us at this time is the 
matter of Federal-local relations in the housing field. We feel this subject 
should be of grave concern also to the Congress. 

At the annual conference of the association held in Cleveland last October, 
our membership went on record through a formal resolution protesting “the 
accelerating trend toward Federal domination of local public housing and re- 
newal programs”. I am submitting the full text of this resolution as an appen- 
dix to this testimony. 

It is notable that some of the Federal-local difficulties outlined in our NAHRO 
resolution were also revealed by the on-the-spot examinations of the Subcom- 


mittee on Housing of this committee during this past fall and winter. These 
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observations stem largely from an examination of local urban renewal opera- 
tions but, from our experience, have equal validity in the public housing field. 
The specific reference is found on pages 24-25 of report No. 1 of the Subcom- 
mittee on Housing. 

These are strong words, but we must say that we share with the subcommittee 
its strong feelings on this matter. While we recognize that any program of 
Federal assistance requires regulations, reports, and proper checks and audits, it 
is our sincere belief that Federal agencies have gone beyond these points. We 
particularly are discouraged by Federal insistence on detailed supervision of 
local programs, entangled procedures, and small regard for local initiative and 
enthusiasm. All of these matters taken together have placed a virtually im- 
possible burden on local agencies trying to move forward on public housing and 
urban renewal programs. With all of the difficult problems facing us we need 
now, more than ever, a sense of partnership between Federal and local agencies 
and a mutual eagerness to move projects along quickly and effectively. Putting 
it even more strongly, unless this roadblock is removed, it is doubtful if the very 
challenging and essential housing program enacted by the Congress can ever be 
achieved. 

An examination of the “Declaration of National Housing Policy” contained in 
the Housing Act of 1949 shows clearly that it was the intent of Congress that 
these programs be locally oriented. This is further borne out by the legislative 
testimony accompanying the adoption of the Housing Acts of 1937 and 1949. 
The more recent statements by the Subcommittee on Housing lend further weight 
to this position. 

We believe that the most effective way to bring about the “rigorous self- 
analysis” proposed for Federal agencies by the subcommittee is for such review 
and evaluation to be carried out under a definite policy laid down by the Congress 
for the guidance of administrative agencies. The Congress should make it un- 
mistakably clear that it is its intent to recognize and support the American 
tradition of local autonomy, and that it believes in local initiative and respon- 
sibility, particularly, in matters which affect so closely local development and 
well-being as housing and urban renewal. It is our hope and request that Con- 
gress will restate its position by strengthening and rewording the “Declaration 
of National Housing Policy” contained in the Housing Act of 1949. 

We hope that this committee will review carefully the resolution on Federal- 
local relations passed by our association as well as the subcommittee’s report 
referred to above. Should this committee accept the need for reaffirming the 
position of local responsibility, our association would be pleased to submit 
detailed suggestions, particularly on technical matters, in regard to revising 
the 1949 policy statement. 


FHA INSURANCE PROGRAM 


We are very pleased to see the numerous provisions liberalizing the terms and 
conditions under the FHA insurance programs since many of them will have 
beneficial effect on the program of urban renewal. We are limiting our com- 


ments on the insurance programs to those that more directly affect the urban 
renewal areas. 


Property improvement loans 


We are confident that the provisions included in H. R. 10157 will materially 
assist property owners in renewal areas to obtain financing on terms and in 
amounts which are more realistic for the purpose of rehabilitating their prop- 
erties in accordance with the renewal plan. We support the proposed revisions. 


Sponsor's return 


We support the provision permitting an allowance for builder’s and sponsor’s 
services, profit, and risk of 10 percent involving urban renewal projects under 
section 220 and giving the FHA Commissioner authority to prescribe a lesser 
percentage if he certifies that a 10-percent allowance is unreasonable. It is felt 
that this would be an ample inducement for builders to be attracted to this form 
of dwelling construction and improvement. 


Relocation housing insurance 

Adequate housing for relocation of families displaced by redevelopment and 
renewal is essential to the program’s success. Recognition of this fact exists 
in the relocation provisions of both the Housing Acts of 1949 and 1954 and in 
such programs (existing or proposed) as public housing, housing for the elderly, 
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FHA’s section 221, the secondary market provisions of the Federal National 
Mortgage Association. We support the amendments to the section 221 program 
proposed in H. R. 10157 and we believe they will stimulate long-needed interest 
and activity in this program. The increase of maximum permissible loan 
amounts to $8,600 and $9,600 in geographic high-cost areas should improve the 
possibility of interesting builders in this type of construction. However, there 
is some question as to whether even the proposed increased maximum amount 
is adequate to assure construction in some cities where costs are extremely 
high. 

While on the subject of relocation, we should like to comment briefly on re- 
marks included in the subcommittee’s report No. 1 which stated: ‘“* * * The 
subcommittee urges that the Federal authorities charged with overseeing relo- 
cation responsibilities exercise increased vigilance to make sure that municipali- 
ties are in fact doing an effective and humane job in this area * * *.” We 
are concerned about the implications of this statement. Relocation is a local 
problem in its truest sense, the procedure for which must be so flexible that it 
‘an be adapted easily to a wide variety of local conditions. It seems to us that 
a statement of principles, accepted and adhered to within the framework of 
existing legislative requirements, would assure a successful relocation program. 
Such a statement of principles was last year developed and adopted by this 
association and distributed widely through the country among public officials 
and agencies having relocation responsibilities. A copy of the policy statement 
is an appendix of this testimony. 


Approval of cost certifications 


The proposed legislation would amend the cost certification requirement by 
making such certifications incontestable after the FHA Commissioner’s approval 
of the certification, barring fraud or material misrepresentation, and also per- 
mits the allocation of general overhead costs acceptable to the Commissioner 
to be included in the total certified cost. We are in full accord with these pro- 
posed changes as additional realistic approaches to encouraging private capital 
investment and activity in rental housing. 


HOUSING FOR ELDERLY PERSONS 


We are very much impressed with the provisions of H. R. 10157 which wouta 
establish a new loan program for housing for the elderly patterned after the 
college housing loan program. The loans would be available only when private 
capital is not otherwise available for this purpose. We are convinced that this 
is a large step in the right direction toward meeting the problem of housing of 
the elderly. 

We have not noted in any of the bills introduced over the period of the last 
2 years, however, recognition of the fact that sponsors of such housing will in- 
evitably find themselves immersed in a specia) set of social problems. It is 
doubtful that many private individual or organizational developers will want 
to assume responsibility for meeting these problems and that, hence, their plan- 
ning must be done in concert with local social welfare agencies who will agree 
to coordinate their work with that of the developer. In our 1955 testimony we 
indicated that the entire range of the special problems of the aging is so wide 
and the nature of these problems is still so imperfectly understood that we ad- 
voeated the appointment of a general study commission on the aging, which 
commission would give special and intensive consideration as to how to develop 
a program of privately financed housing for the elderly. We should like again 
to urge this procedure. , 


URBAN REDEVELOPMENT AND URBAN RENEWAL 


Urban redevelopment and urban renewal programs have advanced since 1949 
to a point where we can visualize that the benefits to our cities will be even 
zreater than we had thought possible. jut the rate of progress on actual 
redevelopment projects has been disproportionately slow in relation to the need 
for, and the promise of, the program. To some extent this pace is due to the 
mass of paperwork and the high number of administrative hurdles that are 
placed in the path of local governmental agencies in the renewal field. We have 
already discussed our association’s great concern with reference to Federal 
encroachment on local initiative and local responsibility. 
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Capital Grant Authorizations 


We support the increase by $1 billion in funds to be made available for slum 
clearance and urban renewal projects to be made in 2 equal increments on July 1, 
1956, and July 1, 1957. 


Assistance to Major Disaster Areas 


We support the provisions extending urban renewal assistance to major 
disaster areas under certain conditions as incorporated in section 402 of 
H. R. 10157. 

Additional changes we would like to see incorporated into legislation are as 
follows: 


Planning advances 


It is now a requirement of the Urban Renewal Administration that a commu- 
nity cannot qualify for a planning advance unless a specific urban renewal area 
has been designated, with determinations made as to what portions of the 
area are to be cleared and what portions are to be rehabilitated. This require 
ment has deterred—and certainly delayed—many communities from iniatiating 
urban renewal projects. Such detailed determinations should be part of the 
planning process for which the advance of funds should be made, as is done in 
the public housing program. 

It should be possible, also, to plan large areas of at least neighborhood size, 
although the final projects may turn out to be much smaller. Flexibility is 
needed, so that a local public agency can plan a large area and carry out that 
plan in stages. Under this procedure, many present preliminary planning re- 
quirements could be eliminated and sounder renewal planning could be done. 
The point to be made is that the purpose of the planning advance is to 
permit detailed planning; presently too much of this detailed planning must 
be done before it is possible to qualify for an advance planning loan. 

Localities also greatly need to achieve continuity in urban renewal planning, 
Staffs and programs must be kept operating as long as slums exist. Many 
projects planned today will take 4 or more years to achieve. Planning advances 
are now geared to (thus limited by) the capital grant funds available on a 
State and National basis. 

Yet capital grants are not necessarily spent on the same ratio, since in 
certain instances programs may not find their way to consummation. Hence, 
operating under the restriction of the capital grant prevents a community 
from planning ahead, even though it may be prepared to do so on a long-range 
basis. We, therefore, recommend that planning advances be permitted for 
projects in excess of capital grant authorizations by some reasonable percentage. 
Local financial participation 

The financing of the one-third local share of redevelopment and renewal 
projects is becoming an increasing problem in some communities, many of 
which are turning to supporting public facilities and using them as the local 
contribution. This pattern is developing most markedly as local workable pro- 
grams stimulate greater use of public works programing. However, local 
circumstances frequently require that a specific public improvement—an ele 
mentary school, for example—be constructed in a slum area prior to that area’s 
being designated and planned as an urban renewal project. We recommend 
that such improvements be eligible as local grants-in-aid if the area in which 
the improvements are made is designated an urban renewal project within a 
5-year period after completion of the improvement. Such a provision would 
not only assist localities in financing urban renewal but would also encourage 
sound public works planning. ; 


Urban planning authorization 
We support the proposed increase in the urban planning grant authorization 
as incorporated in section 404 of H. R. 10157. 


PUBLIC HOUSING 
There are several points with reference to the public housing program, covered 
in proposed legislation, on which we would like to present our views. 


Number of units 
At the annual conference of our association in October 1955 the membership 
approved a resolution recommending that the public housing program be set 
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on an annual level of 10 percent of total national housing production. While we 
consider this percentage essential under current conditions, it is also our 
recommendation that the President be authorized to change this percentage 
in the event of any marked shift in the national economic picture. This recom- 
mendation is not an arbitrary one. It recognizes the extent of the need for 
public housing and places proper emphasis on making the program a continuing 
stable function, instead of a hand-to-mouth operation. Since 1950 local housing 
authorities and the Public Housing Administration have operated on authoriza- 
tions for a single year’s program ranging from a high of 50,000 units in 1951 
to a low of 20,000 units in 1953. We do not believe we need to tell this com- 
mittee the difficulty involved in operating a program where the future is 
unknown and uncertain. A local housing authority needs from 2 to 3 years 
to carry a public housing project from planning and site selection, to construction 
and operation. With public housing units allotted by the Congress on a year- 
to-year basis it is practically impossible for an authority to make commitments 
for a local housing project and be assured that this work will not be in vain. 
Again, it is difficult to properly establish a plan to meet local needs, without 
some evidence of a continuing program on the Federal level. We strongly urge 
the adoption of the 10 percent formula based on total housing production on a 
continuing basis, subject to the President's discretion in case of a shift in the 
Nation’s economy. 


Special provisions for the elderly 


The provisions contained in section 502 of H. R. 10157 regarding public housing 
for the elderly contain features that we support. 
(a) That the definition of “family” 
or more years of age rather than the 


Our recommendations are 
be enlarged to include single persons 60 
minimum of 65 or more years of age: (b) 
that first occupancy priority be given to the elderly in all new units constructed 
specifically for the elderly under the proposed provisions and up to 10 percent 
of vacancies in existing units: (c) that the per room construction cost limit for 
the elderly be raised to $2,250; (d) that there be waived for the elderly families 
the requirement that such families must have come from substandard housing 
in order to be eligible for public housing; and (e) that recognition be given 
to providing for those housing authorities operating housing for the elderly addi- 
tional management costs that such program incurs. 


Vinimum standards 


We should like to state our support for an added provision which would give 
to local public agencies the maximum amount of discretion with respect to the 
size of any housing project, the type of dwellings, and project densities and 
design. Strict Federal control and regulation on which we commented earlier in 
this statement are tending to regiment local initiative, design, and development 
of public housing to the detriment of the program. 


Restrictive amendments 


We support the striking of all restrictive amendments that have been added 
by way of appropriation acts during the past several years. 
Farm labor camps 

We support section 503 which provides that title to farm labor camps be con- 
veyed to local housing authorities that certify to the need for such camps for 
housing families and single persons of low income. We supported this proposal 
last year and are most hopeful that the Congress will include this provision 
in its 1956 action. 

FARM HOUSING 


We again support, as we did in 1955, the reactivation of the title V farm 
housing program of the Housing Act of 1949. 





APPENDIX A 
FEDEKAL-LOCAL RELATION SHIP 
Resolution adopted at 22d annual meeting of NAHRO, October 1955 
As an association consisting largely of the agencies and individuals charged 


with carrying out local public housing, and urban renewal programs, we are 
77603—56——22 











332 HOUSING ACT OF 1956 


most gravely concerned by the accelerating trend toward Federal domination 
of local public housing and renewal programs. We noted this trend last year 
when we called for an improvement in Federal-local relationships based on the 
return to the local communities of the prime responsibility for the determination 
and administration of local programs. 

As a specific example of the growing Federal encroachment on local authority, 
we point to the Public Housing Administration’s new annual contributions con- 
tract, which has hardened and codified an attitude and approach that we had 
hoped was susceptible to modification and change. The cumulative and net 
effect of the many changes, both major and minor, made in the form of contract, 
has been in one direction only—to weaken and reduce local control of local 
programs in favor of increasing PHA domination and control. This, we believe, 
is in direct contravention of the letter and spirit of the public-housing law, 
and of the intent of Congress in enacting it. 

We believe, too, that in the administration of the urban renewal program, 
the establishment of field offices has not resulted in a decentralization of author- 
ity to the field and a greater recognition of local authority and responsibility. 
Hither because of administrative policy or interpretation of legislation, many 
elements of urban renewal projects are sent to Washington for review with con- 
sequent delay and red tape. True decentralization is a means of controlling 
Federal encroachment but it has not been given a chance in the urban renewal 
program. 

We believe that the Federal agency is utilizing loan and grant, annual contri- 
butions, and other financial contracts with local public agencies as a means of 
extending Federal control of local programs. These contracts contain broad, 
general conditions that are binding local agencies to regulations and administra- 
tive decisions that are contained in procedural and operating manuals. By this 
means, controls are imposed upon local programs that go far beyond any condi- 
tions provided in the basic congressional legislation. We believe that this 
situation can only be corrected by clearly limiting in the contract document the 
conditions for financial assistance imposed by HHFA and its constituent agencies. 

We believe that the differences of viewpoint, approach, and interpretation 
that we have unsuccessfully attempted to negotiate with PHA and URA have 
gone far beyond the normal differences to be expected in any program jointly 
administered by a centralized Federal agency and a large number of separate 
local agencies. They are so fundamental, and so rooted in the honest convic- 
tions of the parties involved, that there is continuing difficulty in adjudication 
by these parties. 

Because of our belief that the intent of Congress has been departed from, and 
that it should once again be reflected in policies of PHA, URA, and HHFA, we 
therefore direct that the officers of NAHRO utilize every source available to 
them, including further consultations with the representatives of the Federal 
agencies, in order to bring about a restatement and clarification of the proper 
division of Federal and local responsibility. 





APPENDIx B 
NAHRO RECOMMENDATIONS ON RELOCATION POLICY 


Development by NAHRO’s Relocation Committee, Approved by Board of 
Governors, July 1955 


A sound relocation program is an essential element in any locality-wide program 
to create and to protect community values. It should serve the human needs 
of families displaced by community improvement programs. The potential 
danger to the community of displaced families intenstifying existing slum condi- 
tions or creating new slums must be recognized as a problem to be solved by a 
long-range community program. 

Such a program to be effective must include relocation service to the displaced 
families. It is dependent upon the development and maintenance of sound neigh- 
borhoods and provision of an adequate supply of proper dwellings at various 
rent or price levels as required to meet the needs of all residents of the community. 

The shape, character, and form of local relocation programs must vary widely 
in accordance with local organizational structure, administrative procedures, 
and ways of conducting local public business. No set pattern of handling reloca- 
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tion can be made a requirement of financial assistance in any Federal grant-in-aid 
program. 

Therefore, recognizing that extensive public improvement programs, including 
public housing, urban redevelopment, highway construction, and urban renewal 
generally are displacing people in increasing numbers and causing population 
shifts affecting entire cities, NAHRO affirms its belief that relocation must be 
an integral part of all such programs and makes the following recommendations : 

1. That the Federal Government and local public agencies take cognizance of 
the relocation problem whenever it may occur in any program of public land 
acquisition and that the Federal and local governments recognize relocation as a 
definite element of cost in acquiring sites for any public purposes. 

2. That as a part of the “workable program” for the prevention and elimina- 
tion of slums and blight, which is a prerequisite for eligibility for Federal funds 
for urban renewal and for mortgage insurance from the Federal Housing Admin- 
istration under sections 220 and 221, a general description of the community's 
plan for relocation be included. 

3. That all public agencies within a locality administering programs resulting 
in the displacement of people be urged to assume their share of financial respon- 
sibilitv for relocating displaced families. 

4. That steps be taken to insure that relocation activities of the various local 
agencies are coordinated as far as possible. 

5. That localities be urged to plan for relocation of families to be displaced 
during the initial steps in the development of public improvement programs, so 
that such programs will not be temporarily or permanently delayed because of 
inability to relocate persons from public improvement sites. 

6. That citizen understanding and support be sought for relocation programs 
during the initial planning stages of public improvement programs that displace 
residents. 

7. That in the administration of relocation programs, the locality be urged to 
give consideration to all displacement by Government action regardless of family 
status. 


Mr. Brown. You may proceed, Mr. Cox. I think Mr. Rains has 
a question. 

Mr. Rats. Larry Cox is a long-time friend of mine. He is a very 
capable man on this subject of relocation of families displaced by 
urban renewal, and while he has a brief statement to make, because 
of time, Mr. Chairman, I would like him to have the opportunity to 
extend his remarks in the record and to furnish any additional data 
in support of it. He can talk about a very vital problem of relocating 
these people who have been displaced by urban renewal. 

Mr. Brown. That may be done. All right, Mr. Cox. 

Mr. Cox. I will take but very little time and there is very little 
to be added to Mr. Sipprell’s remarks. 

I think it might be well to point out to the committee that aside 
from the four or five hundred local housing agencies that our asso- 
ciation represents, we also represent the agencies in the vast majority 
of the 200-and-odd cities that either have underway or are attempting 
to get underway urban development or urban renewal programs, and 
it is that combined experience and combined interest that we are here 
to represent today. 

Certainly the urban redevelopment or urban renewal program is 
probably the greatest single hope that the average American city has 
for coming out of its doldrums and reviving its central areas. Cer- 
tainly this is true for the small- and moderate-sized city in particular. 

The financing difficulties, as you all know, that face these commu- 
nities are such that they cannot, without this kind of assistance, hope 
to get very far in meeting the large problem that faces most of them. 
These communities are grateful for the financial assistance that the 
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Federal Government is making available through this urban renewal 
program. 

Actually many of us are beginning to find it extremely difficult to 
even meet the one-third responsibility which is now charged to us, 
and not because we feel that it is inappropriate. The difficulty stems 
simply from the many financial problems that face the average com- 
munity today. 

This is a complex program. The little experience we have had with 
it thus far proves it. As Mr. Sipprell pointed out, in order to insure 
its success we must have the maximum elasticity in the communities 
in which to take advantage of local knowledge and local intelligence 
and local integrity. These factors will have to be given a great deal 
of recognition in the formulation of policies and procedures. There 
isn’t anything in Washington that will substitute for local knowledge 
and local judgment and Jocal intelligence in these matters. 

We do have in Mr. Follin, who is the Commissioner of the Urban 
Renewal Administration, someone who is sympathetic and understand- 
ing of that point of view and not in himself arbitrary toward our 
interests. However, we see some danger signals coming up, and we 
are concerned, of course, for the mechanics and the piling on of pro- 
cedures which add, as Mr. Sipprell said, to the length of time that it 
takes to undertake one of these projects. That adds to the cost, adds 
to the difficulties of maintaining good morale in the community and 
the support for the programs. 

We are concerned with the direction in which the Federal agency is 
headed on competitive bidding for land to be disposed of in these areas 
for private development. The competitive-bidding principle is a 
sound and a good one, but the complexities of getting underway a 
sound, good, and helpful development sometimes makes the competitive 
bidding formula one not necessarily in the public’s interest. 

I am not going to take any more of your time with any further 
statement. 

I would be glad to attempt to add anything to any questions of Mr. 
Sipprell that may be asked. 

Mr. Brown. You may make any further statement you desire to 
make and may file it for the record, without objection. 

(The information follows:) 


NORFOLK REDEVELOPMENT AND HOUSING AUTHORITY, 
Norfolk Va., May 29, 1956. 
Hon. BreNt SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D.C. 


Dear Str: In behalf of the National Association of Housing and Redevelop- 
ment Officials, Mr. Robert D. Sipprell and I wish to express appreciation to you 
and your committee for the opportunity afforded us on May 14 to present opinions 
and recommendations concerning H. R. 10157. Especially am I grateful for 
the permission granted me at that time to extend my remarks, and I would 
like to make the following additional comments: 


Relocation of site occupants 


The provisions of the Federal law dealing with relocation of site occupants 
are entirely appropriate; however, a fair and equitable plan for relocation is 
not a matter of Federal rules, regulations, and control. In fact, it is my opinion 
that if the law were completely silent and the Federal agency totally disin- 
terested, responsible relocation would be carried out, except in rare instances. 
There is adequate provision in every State law to assure proper treatment of 
displaced families. In addition, practical, political, and moral aspects of the 
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relocation problem in any community are inescapable, and all public agencies 
in the community involved in any way in relocation are extremely sensitive to 
the problem. Our concern for this matter is the extent to which, in the admin- 
istration of the program, the communities are left with a wide area of discre- 
tion in which to operate. 

Controls, and attitudes to which the controls respond, stem from fear and 
concern on the part of the Federal agency that a public body or a combination 
of public bodies will mistreat or abuse people in a community. Nothing could 
be further from reality. It is inconceivable that the public official in Washing- 
ton could be equally aware of the needs, or as concerned for the well-being, of 
the citizens affected by slum clearance in Centerville as would the public rep- 
resentatives in Centerville. 

In our community in the last 4 years we have faced this problem. We have 
displaced and relocated 4,342 families. To our knowledge and belief the Fed- 
eral agency did not receive one single appeal for assistance. These families 
looked to and depended upon the local agency for assistance. Certainly this 
undertaking, with the vast benefits accruing to the entire community, was not 
earried out without hardship. However, the authority’s policy diligently pur- 
sued was to hold the hardship to the irreducible minimum. 


Disposition of land at fair value for the planned uses 


The basic purpose of redevelopment in the urban renewal program is the 
provision of an effective means through which cities can assure that the cleared 
land reclaimed from blighted and deteriorated areas can and will be redeveloped 
for those uses determined by public governmental authority necessary to meet 
the sound needs of the locality as a whole. Accordingly, both State and Federal 
laws provide that the land in the cleared areas be disposed of by the local public 
agency, not at the highest price obtainable for its highest market use, but at its 
fair value for the planned use. 

For the accomplishment of this basic purpose, a high degree of flexibility in 
land-disposition methods is vitally essential. This has been clearly recognized 
in the laws enacted by the several States to govern the disposition of the cleared 
land. For example, the Virginia redevelopment law, a typical State law, specifi- 
cally provides for flexibility in such disposition in its requirement that the cleared 
land “shall be made available at its fair value, which represents the value * * * 
at which the authority determines such land should be made aVailable in order 
that it may be developed or redeveloped for purposes specified in such plan.” 

This kind of flexibility in land-disposition matters, which is essential to the 
development and execution of local renewal programs to successfully meet the 
varying needs of communities throughout the country, represents a policy care- 
fully established by the legislatures of the several States. The Federal law 
was carefully drafted to permit the States and the local communities to exercise 
this kind of initiative and flexibility. For example, the report of the Senate 
Committee on Banking and Currency in respect to the legislation states: 

“The bill now being favorably reported by your committee is based upon the 
firm foundation that although the housing problem is obviously national in 
scope it is fundamentally a local problem in that the first responsibility for 
its solution therefore rests with the local community. This bill leaves that 
primary responsibility with the local communities where it belongs.” 

We strongly urge your committee to scrutinize vigilantly the nature of the 
administration of the urban renewal program to assure that there is consistently 
maintained in the urban renewal program (and particularly in this important 
area of land disposition) the flexibility contemplated by Federal law and called 
for by the legislative policies established by the several States, and that such 
flexibility is not restricted or negated by rigid administrative requirements im- 
posed by the Federal executive agencies. Federal officials should be expected 
to encourage and assist local initiative and responsibility in this important area. 


FHA’s section 220 and high cost areas 


Under the provisions of section 220 as now in effect, the FHA Commissioner 
has authority to increase the maximum dollar limitation on the mortgage amount 
per room of $2,250 by an amount not exceeding $450 to compensate for the higher 
costs incident to elevator type construction. Also, the dollar limitations may 
be increased a maximum of $1,000 per room in any geographical area where the 
FHA Commissioner finds that cost levels so require. Under the present wording 
of section 220, however, this $1,000 increase for high cost areas applies only to 
elevater-type structures; it cannot be granted for nonelevator garden-type 
apartments in high cost areas. 
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This is unrealistic. If an area is a high cost area, the higher costs must be 
incurred in the construction of nonelevator garden-type apartments as well as 
elevator-type apartments. We strongly urge that your committee include in the 
bill reported to the House an amendment of section 220 to make it clear that the 
presently allowable increase for high cost areas is applicable to noneevevator 
apartments as well as elevator apartments. 


Cooperative housing insurance 


We strongly support the provisions of section 104 of H. R. 10157 which would 
amend section 213. The new provisions would permit mortgages to be insured 
up to 85 percent of cost for builder-sponsor mortgagors selling the completed 
projects to cooperatives at certified cost, with the cooperative eligible for the 
higher loan-to-cost ratio provided in the present section 213. We feel that such 
action could contribute substantially toward providing needed moderate income 
housing in urban renewal areas. 

We desire to point out that, even in such high cost areas as New York City, 
it is possible to produce excellent housing under section 213 at monthly costs 
to the occupant members of $25 or less per room per month. However, no sub- 
stantial volume of housing is now being produced under section 213. A principal 
reason for this inactivity is the delay, along with other difficulties, resulting 
from the necessity of selling 100 percent of the membership of a cooperative 
before construction can be started. Many members become impatient and with- 
draw their subscriptions. In many cases in the past this has resulted in 50 
percent turnover in membership and, before the project could be started, the 
memberships have had to be resold. 

FHA has suggested to your committee that the desired benefits could be 
achieved under section 207, “applying section 207 tests of both value and eco- 
nomic soundness, with conversion to section 213 upon sale to a cooperative.” 
This leads us to urge your committee to stop, look, and listen and to draw upon 
your past experience, because, in our judgment, such a suggestion is, in practical 
effect, an invitation to kill the benefits of the proposed amendment. 

Your committee will recall that in 1954, upon the recommendation of the FHA, 
the basis for section 213 insurance was changed from cost to valine. At that 
time FHA gave general assurances that there would be little difference hetween 
value and replacement costs. In actual practice, as your committee well knows, 
the difference was very great—so great, in fact, as to require down payments 
ranging up to 30 to 35 percent as compared to the 5 to 10 percent contemnlated 
by the statutory provisions. Moreover, at page 116 of the 19th Annual Report 
of the FHA it is stated that “the relatively low ratio of loan to replacement costs 
under section 207 results in (1) the maximum mortgage amount under this 
section is limited by statute to a proportion of the estimated value of the project 
rather than replacement cost (which invariably averages higher than value).” 
It was because of these facts and the resulting adverse consequences on both 
the section 213 and section 220 programs that the Congress last year changed 
both of these programs from a value to a cost basis. 

Furthermore, one of the principal factors which led the Congress to establish 
the section 213 program was recognition of the fact that the type of anartment 
units required to meet adequately the needs for cooperatives—particularly num- 
her of rooms and their size—could not generally be produced under the section 
207 or other than current FHA programs. Thus, if a project were to be started 
under section 207 and later sold to a cooperative under section 213, as sug- 
gested by FHA. it may be anticipated that the types of housing thus produced 
under section 207 is not well suited to the needs of a cooperative. 

Again, I would like to express mv appreciation to the committee for allow- 
ing me to make this supplemental statement. 

Very truly yours, 
LAWRENCE M. Cox, 
Vice Chairman, Redevelopment Section, National Association of 
Redevelopment and Housing Officials. 


Are there any further questions? 

Mr. O'Hara. Mr. Chairman. 

Mr. Brown. Mr. O'Hara. 

Mr. O’Hara. Mr. Sipprell, T notice the National Association of 


Honsine and Redevelopment Officials offices are at 1313 East 60th 
Street, Chicago. 
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Mr. Srepreu. That is right. 

Mr. O’Hara. That is in the district that I have the honor to rep- 

esent. That is very close to Hyde Park. 

Are you acquainted with the plight of the small-business tenants in 
the Hyde Park area 

Mr. Srprre.. Only indirectly, Congressman. I am familiar with 
that general neighborhood, having been in our offices there m: ny, many 
times. I am not intimately connected with it, but I know, I think, 
what you are talking about. 

Mr. O’Hara. I notice that in your recommendations you do not 
touch upon provision for the relocation of small-business tenants. 
Have you given some thought to that matter ‘ 

Mr. Sipprevt. We have given thought to it, Congressman. It is a 
new subject to us; those of us in local communities, of course, have dealt 
with the problem of relocating small businesses. We have not thought 
through a solution or a formula for changing the relationship that 
now exists. I did have a brief statement on that which was not in our 
formal testimony, and I would be glad to read this 3 or 4 sentences, 
which I think will give you an idea of where we stand on it. 

Mr. O'Hara. Off the record. 

(Discussion off the record.) 

Mr. Rarns. Put it in the record, then. 

Mr. Stppreti. We are concerned with the details and techniques of 
it, but I can certainly say without reservation we are favorable to your 
position. 

Mr. O’Hara. Is that the extent of the statement ? 

Mr.Srpprecy. I am sorry. 

We are pleased to see that in connection with the urban renewal pro- 
gram consideration is being given by the Congress to extending assist- 
ance to business concerns displaced as a result of title I urban renewal 
programs. 

We are most sympathetic to any effort to mitigate the hardships 
created by such dislocation of small businesses and are basic ally in 
favor of legislation alleviating such hardship. 

We would like to be certain that any assistance rendered to dislocated 
businesses is done on a fair and equitable basis, without opening the 
way to possible abuse through the application of unreasonable values. 

We will be very pleased to submit a supplemental statement on ap- 
propriate assistance at a later date, if it is the desire of the committee 
that we do so. 

Mr. O’Hara. Thank you very much. 

I would appreciate if you would make the additional statement. I 
ask, Mr. Chairman, it be made a part of the record when he does submit 
it. 

Mr. Brown. That may be done. 

(The statement follows :) 


NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 
Chicago, Ill., May 25, 1956. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
The House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN SPENCE: At the time we presented our testimony on H. R. 
10157 to your committee, Congressman O’Hara asked that we comment on his bill 
(H. R. 9351) relating to extending assistance to business displaced by title I 
programs. At the time we were not prepared to comment on the bill, and asked 
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that we be permitted to file a statement later, as a part of our testimony, for 
the record. Our comment on H. R. 9351 follows: 

In considering the question of providing financial and other assistance to busi- 
ness displaced by title I program, it should be pointed out that the urban re- 
newal program is only one of several Federal programs providing assistance 
for public undertaking which involve the displacement of business. Under such 
circumstances, if the Congress were to single out one such program and provide 
assistance for relocation, considerable difficulty, inequities, and confusion would 
result in the communities. If assistance is to be given for relocation of displaced 
business, it would be more equitable to provide assistance for any business 
displaced by any public undertakings. 

For example, it is not uncommon for acquisition for federally aided urban 
highway system or title III programs to be carried out at the same time title I 
acquisition is underway. In such cases the disparity of treatment of onsite 
families becomes apparent and vexing to local officials. Families living in re- 
newal projects can and are assisted to find decent, safe, and sanitary new quar- 
ters, families living across the street, in the highway right-of-way, or on a title 
III site, are entitled to no assistance whatsoever under the law. The same sort 
of inequitability would of course exist between programs if aid were extended 
only for onsite business displaced by urban renewal. 

In the last analysis there can be no question that hardships which develop in 
the course of title I acquisition are no different, or greater in degree, than 
are the hardships which result from other governmental programs involving the 
acquisition of private property, residential or business. 

The extension of such Federal aid, as contemplated by the O’Hara bill, will 
and should, of course, set a precedent for other governmental acquisition pro- 
grams. If Congress determines that aids are, indeed, necessary, the O’Hara 
bill seems to provide a reasonable method for making them available. It could 
easily be amended to include other Federal programs involving land acquisition. 
Also, it puts the administration of the program into the hands of an agency 
ostensibly familiar with the problems of small business, and one which could 
presumably extend assistance, where hardship is demonstrated, on an equitable 
basis and in fair manner. 

We are happy to note that the O'Hara bill does not propose to make direct Fed- 
eral payments for such intangible losses as goodwill. We do not seriously believe 
that a program involving direct Federal compensation for such intangible losses 
as goodwill could be effectively or equitably administered by any governmental 
agency, local or Federal. Even with the maximum dollar amount that could be 
paid being established in the law the effect, we fear, would be to subject local 
and Federal agencies to continuous harrassment on the part of onsite business, 
possibly to a point where litigation might be endless and the progress of the 
renewal program seriously jeopardized. 

We feel that the O’Hara bill provides a sound basis for the ultimate solution of 
this difficult problem. 

Sincerely yours, 
Rosert D. Srppretr, 
President, National Association of Housing and Redevelopment Officials. 


Mr. Brown. Gentlemen, we are very glad to have your testimony. 
You may be excused. } 
The committee will adjourn until 10 o’clock tomorrow morning. 


(Whereupon, at 12: 22 p. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, May 15, 1956.) 
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WEDNESDAY, MAY 16, 1956 
House or REprEsENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hovse Orrice Buiiprne, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence (presiding), Brown, Rains, O’Hara, 
Mrs. Sullivan, Mrs. Griffiths, Messrs, Vanik, Holland, Talle, Kil- 
burn, McDonough, Widnall, Betts, Mumma, Hiestand, Nicholson, 
and Bass. 

The Cuatmrman. The committee will be in order. 

We will resume hearings on H. R. 10157. 

The clerk will call the first witness. 

The Crerx. Mr. Chairman, the first witnesses are Mr. John W. 
Bates, Jr., and Mr. Robert E. Scott, appearing for the National 
Association of Real Estate Boards. They are accompanied by Mr. 
John C. Williamson, counsel. 

The Cuatrman. Gentlemen, you may proceed. 


STATEMENTS OF JOHN W. BATES, JR., AND ROBERT E. SCOTT, AP- 
PEARING FOR THE NATIONAL ASSOCIATION OF REAL ESTATE 
BOARDS; ACCOMPANIED BY JOHN C. WILLIAMSON, COUNSEL 


Mr. Bates. Mr. Chairman, we have a prepared statement, and 
we prefer to read it, if we may, sir. 

The Cuarrman. Proceed. 

Mr. Bates. Mr. Chairman and members of the committee; I am 
John W. Bates, Jr., of Richmond, Va. I am engaged in the general 
real-estate business, and I am here in my capacity as chairman of 
the realtors’ Washington committee of the National Association of 
Real Estate Boards. Our association is appreciative of this oppor- 
tunity to express the views of our members on housing matters now 
before the committee. 

The National Association of Real Estate Boards consists of more 
than 57,000 realtors in over 1,200 local real-estate boards, represent- 
ing ever State in the Union. Our association is the largest real- 
estate organization in the United States. 

The first part of our statement relates to the problem of urban 
renewal and related matters. Following this portion of the state- 
ment, Mr. Robert E. Scott, of Elizabeth, N. J., vice chairman of 
the realtors’ Washington committee, will discuss the subjects of 
mortgage insurance, the secondary market operations of the Federal 
National Mortgage Association, and military housing. 
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URBAN RENEWAL 


Rehabilitation insurance (sec. 220) 

We feel that the urban renewal program as provided in the Hous- 
ing Act of 1954 is soundly conceived and, with full application of its 
potential, offers the most direct and equitable large-scale method yet 
devised to combat slums and blight. This approach to the problem 
recognizes that firm enforcement of adequate municipal standards of 
health, safety, and sanitation for housing must be the beachhead of 
large-scale and truly significant local programs to eliminate unfit 
housing conditions and prevent their spread. 

It is true that this type of governmental antislum action, which re- 
quires property owners to meet local housing standards or demolish 
structures that cannot be made to meet such standards, is not one for 
Federal administration but must be carried out by local government. 

However, we believe that the Federal urban renewal program can 
offer greater incentive for this important local government action, and 
we believe the Federal Government must assume the responsibility for 
requiring such local action if the expenditure of untold billions of 
dollurs in Federal grants for slum clearance and urban redevelopment 
is to continue and have any meaning or purpose. 

The initial step a city takes to qualify for Federal assistance is to 
formulate a “workable program for urban renewal.” The purpose 
of this is to demonstrate the city’s willingness and ability to use its 
local powers and resources to combat slums, blight, and unfit housing 
conditions. At the present time a city which submits a workable pro- 
gram for approval by the HHFA may simply indicate that at some 
time in the future it will undertake enforcement of local housing 
standards, 

If approval were based on actual performance in this work, rather 
than upon the promise of some future action, much greater incentive 
would be given to the cities to take the essential step that no other level 
of government can take. 

This kind of procedure could be assured, in our opinion, by an 
amendment which we are proposing to title I of the Housing Act of 
1949, as amended. We believe this amendment would also cure an 
unfortunate dual standard of eligibility for Federal cooperation which 
appears to us to have crept into the procedure for processing work- 
able program submissions. I will explain: 

When a city secures approval of its workable program, even if it 
contains only the commitment for future action in enforcement of 
health and safety standards for housing, the city is at once eligible 
for advances to launch programs of complete urban redevelopment. 
These programs contemplate the acquisition, at public expense, of en- 
tire areas for clearance and resale of the land for redevelopment, 
usually at considerably less than the acquisition cost. This is a process 
which has only a limited potential in dealing with our vast areas of 
urban deterioration and neglect, although we recognize it may be 
justified in extreme cases. 

On the other hand, approval of a workable program with only the 
promise of future action on housing code enforcement does not qualify 
the community for FHA section 220 rehabilitation mortgage in- 
surance, yet rehabilitation under section 220 can probably cure a square 
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mile of urban neglect and deterioration for every acre that can be 
dealt with by complete redevelopment. 

We believe a prime purpose of the urban renewal program is to pro- 
vide a maximum incentive to cities for applying adequate housing 
standards. We, therefore, suggest that approval of the workable pro- 
gram be contingent upon the same requirements as to housing-code 
enforcement that are applied with respect to section 220 rehabilitation 
mortgage insurance. This is the intent of the amendment we offer for 
the committee’s consideration. It would amend section 101 (c) of the 
1949 act by making Federal financial assistance under title I contingent 
upon a “workable program,” which program shall include but not be 
limited to— 
minimum health, safety, and sanitary housing standards sufficient to meet the 
requirements of section 220 of the National Housing Act as determined by the 
Federal Housing Administration. 

Numerous cities have enacted adequate housing codes and have pro- 
ceeded to enforce them without the inducement of Federal financial 
assistance under title I of the 1949 act. This is ample evidence that 
the amendment we propose is a reasonable one. Lest there be any mis- 
understanding, our amendment does not contemplate the wholesale 
and immediate eviction of thousands of families from homes not meet- 
ing code requirements. It does contemplate reasonable steps toward 
enforcement of an actual code in being, and an appreciable start could 
be made without serious dislocation of low-income families. 


Title I (home improvement and repair) 


The bill H. R. 10157 would extend this important title I program 
for 2 additional years, increase the maximum loan amount from $2,500 
to $3,500, and with respect to multifamily structures increase the maxi- 
mum loan amount from $10,000 to $15,000. The bill would also 
increase the term of the loan from 3 to 5 years. 

We recommend that the program be made permanent. Annual or 
biannual speculation as to whether the program is to be extended is 
not conducive to the establishment of effective lending procedures by 
participating institutions. Surely the record of this vital program 
over the past 20 years has earned for it a permanent role in the Gov- 
ernment’s overall housing program. 

We also urge retention of the present 5-percent discount rate on 
loans which are not in excess of $2,500. Beyond this limit we recog- 
nize some justification for a 4-percent rate. However, we are fearful 
that the provisions in H. R. 10157, which would reduce the rate to 
4 percent for loans in excess of $1,000, will impede the flow of money 
into this important program. 

Section 221 (relocation housing) 

We also recommend to the committee’s favorable consideration the 
provisions of H. R. 10157 that would liberalize the terms of FHA 
section 221 mortgage insurance for families required to relocate as a 
result of urban renewal programs and other governmental action. 

These changes would increase the maximum insurable mortgage 
from $7,600 to $8,600 (or to $9,600 in high-cost areas), increase mort- 
gage insurance from 95 to 100 percent of value, with a minimum cash 
outlay of $150 for settlement, and increase the amortization term from 
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30 to 35 years, or to 40 years where necessary to accommodate low- 
income families. This is proposed, of course, only for those families 
required to relocate, and only in communities which have secured 
approval of workable programs for urban renewal. We believe these 
changes will increase the extent to which homeownership may be 
employed to meet relocation needs. 


PUBLIC HOUSING 


The fact that once again a request for additional public housing 
appears in a bill (H. R. 10157) containing much that we endorse does 
not alter our fundamental disagreement with the philosophy of Gov- 
ernment owned and operated family shelter. 

We believe that the constant shift in objectives of public housing 
during the past 17 years is in itself an admission that the public hous- 
ing approach does not provide the proper remedy to any housing 
program. 

In 1955, for the fourth consecutive year, the House of Representa- 
tives rejected the entire public housing program. It must be evident 
by now to the Congress, as well as to the American people, that any 
legislative proposal for the extension or expansion of public housing, 
were it to dent alone, would not be approved by the Congress regard- 
less of the politiacl party in control. Public housing has been con- 
tinued by the Congress only because its defeat would carry into oblivion 
with it the eFderal Housing Administration, whose programs have 
earned the applause of the American people in all walks of life for 
more than 20 years. This is the most compelling evidence that the 
onase, housing program is a discredited one and should not be extended 

eyond its present termination date of July 31, 1956. 

The evils inherent in the program threaten to pauperize the thrifty 
by forcing them to assume the burden of paying direct subsidies for 
families who for the most part are not those in the greatest need of 
some kind of assistance. In addition, thrifty citizens must shoulder 
a disproportionate share of the cost of schools and other community 
services, as a result of the tax-exempt status of the projects. 

There are now about 900 local public housing authorities that will be 
subsidized by the Federal taxpayers to the extent of $90 million in 
the next fiscal year, in addition to the contributions of local taxpayers. 
Our association last year asked for a congressional investigation of 
these housing authorities and an accounting of their stewardship of 
the millions in Federal funds for the payment of which the United 
States is obligated each year for the next 40 years. As the committee 
knows, the aggregate contracted liability for the existing projects—a 
liability, by the way, which is nowhere reflected in the pale debt—is 
approximately $5 billion. This method of financing which circum- 
vents the control of the Appropriations Committee of the Congress, as 
well as distorting the estimate of the public debt, was attacked and 
repudiated by both the House and Senate when it was sought to extend 
this principle of financing to highways. 

We reiterate our stand that public housing is inherently dangerous 
to our free society and that as a welfare program has debased the very 
meaning of the word. 
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I conclude my part of this testimony with the plea that public 
housing be terminated and that the Nation proceed to an orderly 
liquidation of existing public housing projects. 

ow I will ask the committee to hear Mr. Scott conclude our 
testimony. 

The Cuatrman. Mr. Scott may proceed. 

Mr. Scorr. Mr. Chairman and members of the committee: My name 
is Robert E. Scott of Elizabeth, N. J. I am a real estate broker, 
builder, and mortgage banker. I appear before this committee in my 
capacity of vice chairman of the Realtors’ Washington Committee, 
National Association of Real Estate Boards. 

This statement on behalf of our association will concern itself with 
the provisions of H. R. 10157 as well as other legislation pending before 
the committee relating to the Federal Housing Administration, Fed- 
eral National Mortgage Association, housing for the elderly, and 
military family housing. We will cover these in the order named. 


FEDERAL HOUSING ADMINISTRATION 
Section 203 


We have now experienced more than 20 years in the operation of this 
vital section of the FHA mortgage insurance system. Surely it has 
by now fully demonstrated its value to the national economy and the 
principle of home ownership. The Congress almost annually has 
painstakingly sought to make section 203 perform its mission more 
effectively, and the recommendations we suggest here would in our 
opinion continue the program along the broad lines laid down by this 
committee in the Housing Act of 1954. 

At that time, the Administration recommended that the ratios of 
loan to value and maturities with respect to the section 203 program 
be made equally applicable to existing homes and new construction. 
You will recall that although the Congress did not provide for that 
parity, nevertheless the difference in maturities and load-to-value 
ratios as between new and existing housing was narrowed considerably. 
On new construction the maximum loan was increased to 95 percent of 
the first $9,000 but on existing homes to only 90 percent of the first 
$9,000, since reduced by credit curbs to 93 percent and 88 percent, 
respectively. 

We now make the plea that the committee further consider the prob- 
lem raised at that time, and remove the remaining disparity. The 
great bulk of our housing inventory at any given time is in existing 
structures. Obviously, most families must look to this inventory as 
their principal source for housing. No one could seriously contend 
that the Nation’s home-building industry must gear itself to providing 
new construction for all of our people. 

Our division of research has found that the recent tightening of the 
mortgage market has had its most serious effect on the financing of 
existing homes. Asa result, more and more families have been forced 
to go into the conventional market for the financing of such housing. 
This has resulted in a denial, or at least a delay, of home ownership to 
many of these families because of the larger downpayments, higher 
interest rates, and shorter maturities which are characteristic of 
conventional loan financing. 
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Results of our association’s recent Mortgage Market Survey, spring, 
1956, show that a prevailing interest rate of 5 percent was reported in 
55 percent of the areas surveyed. However, 40 percent of the com- 
munities reported a rate of above 5 percent for mortgages on existing 
homes. This is a considerable increase over that reported in our 
autumn, 1955, survey. 

We strongly recommend that the committee help solve the growing 
»roblem of the financing of existing homes by removing the disparity 
bet ween Maximum mortgage insurance obtainable on existing homes 
and that obtainable on new construction. Later on in this statement 
we will propose a change in the operations of FNMA which will fur- 
ther assist in the adequate financing of existing homes. 

FHA trade-in house program 

This important program was made possible by a provision in the 
Housing Act of 1954 which permitted an FHA loan to be closed in 
the name of a mortgagor who was not the owner-occupant provided 
the loan-to-value ratio could not exceed 85 percent of that to which an 
owner-occupant would have been entitled. 

We urge that the committee increase the 85 percent requirement to 
90 percent in order to permit greater participation in the trade-in 
program by builders and real-estate brokers whose utilization of the 
trade-in device enables many homeowners to purchase another exist- 
ing or new home as their incomes increase and as the needs of their 
families dictate. 

For example, on an existing home appraised by the FHA at $12,000, 
the maximum insured mortgage would be $10,300, or a downpayment 
of $1,700. For a non-owner-occupant mortgagor the maximum in- 
sured mortgage would be 85 percent of $10,300 or $8,700, requiring a 
cash equity of $3,300. Under our proposed amendment the cash 
equity would be reduced to $2,800, but still $1,100 in excess of 
that required of an owner-occupant. This proposed change would 
greatly facilitate the transfer of existing dwellings and enhance the 
home-buying opportunities of many low- and middle-income families. 


Section 207 


Our recommendations with respect to changes in the FHA multi- 
family programs are influenced by our concern with the growing need 
for rental housing, particularly in the large urban communities—a 
need we regret is not being fully met for several reasons. We were 
heartened to note from the excellent report of the Subcommittee on 
Housing of this committee that we are not alone in our analysis of the 
reasons for the dearth of rental housing. 

In the words of the subcommittee report : 

The nub of the problem facing most cities and the FHA seems to be the diffi- 
eulty in attracting risk capital into multifamily rental housing investment. 

A partial explanation of this problem may be found in our tax laws, 
which inhibit the investment of equity capital by spreading its return 
over a long period of time at a relatively low yield. 

The subcommittee went on further to point out that a project re- 
quiring a 20-percent equity is not far different from a conventionally 
financed project and that, moreover— 
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in a conventional project the sponsor is freed of all concern over Government 
redtape and does not subject himself to Government control of his rent schedule 
or his dividend rates. 

The subcommittee recommended that if the Government is to en- 
courage additional moderate-rent housing under section 207, it would 
appear desirable to offset the burden of the 207 controls by reducing 
the amount of long-term equity investment required. 

We, therefore, recommend that the FHA 207 program be amended 
so as to increase the present 80-percent ratio of loan to value to 90 
percent, as provided in H. R. 10157. 

We endorse the provisions in the bill which extend to the sec- 
tion 207 program the maximum per room loan ceiling now applicable 
to section 220. 

We also urge the committee’s approval of the provision in H. R. 
9537 and H. R. 10157 which would make cost certification, once ap- 
proved by FHA, incontestable in the absence of fraud or material 
misrepresentation. 

Basic to this entire problem is the question of providing an interest 
rate that will attract investment capital and in our opinion the 
present 414 -percent rate is completely unrealistic. 

Now, section 220: The same impediments which deter the flow of 
risk capital into the 207 program are equally applicable to rental 
housing constructed under the section 220 program in urban renewal 
areas. Congress recognized this by providing a 90-percent rataio-of- 
loan-to-value for this program in the 1954 act. The section was 
further amended in 1955 by basing the loan on replacement cost rather 
than value. 

The second problem is to encourage the new construction of 220 
projects at rent levels low enough to permit occupancy by low and 
moderate income families. We believe that section 220 should be 
amended to meet this objective. We note that the Rains subcom- 
mittee, which held hearings in several cities inquiring into the dearth 
of activity under this program, discussed several changes which, in 
our opinion, are well calculated to meet the overall objectives of this 
section. These changes are as follows: 

1. In order to reduce debt-servicing requirements and thereby per- 
mit lower rents, the present amortization plan under section 220 should 
be changed from “accelerating curtail declining annuity” to the “level 
annuity” amortization plan now applicable to individual housing pro- 
grams. For example, the use of a 40-year level annuity mortgage 
would result in a 16-percent reduction in the initial annual debt 
service on which project rents are based, and would permit a reduc 
tion of approximately $10 in the monthly rent per apartment. We 
understand that the level annuity amortization plan is already per- 
mitted on section 213 (cooperative) housing projects. 

2. FHA should permit a builder’s profit of 10 percent instead of 
the present 5 to 9 percent, and the profit percentage should apply 
to the total cost of a project rather than to the construction cost 
alone. 

3. The present antimortgaging out provision to which section 220 
is subjected should be amended to require that only the excess of 
the mortgage over the actual certified costs be remitted to the mort- 
gagee. This is similar to the antimortgaging out provision which 
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was applicable to Wherry and defense housing prior to 1954. That 
year, as a result of the 608 investigations, the law was amended to 
require the remission of the excess of the mortgage over the approved 
percentage of actual costs. 

This proposed amendment would still preclude the possibility of 
windfalls, but would permit an efficient builder to obtain a mortgage 
sufficient to cover a larger percentage of his construction costs. In the 
words of the Rains subcommittee report, this proposal— 
would seem to have considerable merit as a device for attracting the participa- 
tion in the section 220 program of the more efficient and experienced builder. 

4. The maturity for new construction should be extended to 50 years 
instead of the present 40 years. We believe that a 50-year maturity 
is realistic for fireproof buildings built according to FHA minimum 
standards. Such maturity would reduce section 220 rent levels to 
meet the incomes of many families who desire rental housing. 

5. We also endorse the proopsal in H. R. 10157 that cost certifica- 
tion, once approved by FHA, would be incontestable in the absence 
of fraud or material misrepresentation. And of course FHA should 
approve or disapprove within a reasonable time and not leave the 
builder dangling in midair indefinitely. 

Now, with respect to the use of national service life insurance funds 
to purchase VA-guaranteed loans, H. R. 10157 would authorize the 
Secretary of the Treasury to invest up to 10 percent of the reserves of 
the national service life insurance fund by purchasing VA-guaran- 
teed loans in geographic areas where the discounts on such loans are, 
in the opinion of the Secretary, excessive. Such loans would be pur- 
chased at par and could not be resold at less than par. 

We urge the committee not to approve this provision of the bill. 
The reserves in this insurance fund are funds entrusted to the Secre- 
tary of the Treasury by law, and we question seriously the use of 
such trust funds, which represent the premiums paid by World War 
II veterans, to purchase mortgages at a price in excess of their mar- 
ket value. We also question the desirability of vesting in a govern- 
mental official the statutory authority to make an administrative 
determination that a discount is “excessive.” 

We recognize and appreciate the objective sought to be accom- 
plished by the authors of this provision. The target is the discount 
required in many areas of the country in order to obtain FHA and 
VA financing. Use of the NSLI fund, or any part of it, for this 
purpose treats only a symptom of the so-called discount problem and 
avoids the source of the difficulty. The discount is a direct and in- 
evitable result of the fixed interest rates on FHA and VA loans and 
represents the difference between such fixed interest rates on FHA 
and VA loans and the market price of mortgage money. The only 
workable solution in our considered opinion is to provide some flexi- 
ble formula which would permit these rates to rise or fall in accord- 
ance with the disciplines of the market. Such a formula approved by 
this committee, but rejected by the House in 1954, would in our 
opinion provide needed flexibility and minimize the effects of such 
discounts by gearing the interest rates to a constant differential with 
the yield on Government bonds having a remaining maturity of 15 
years or more. While we recognize the obstacles to such a provision in 
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the light of the action taken by the House in 1954, we nevertheless 
respectfully submit that some such formula is the only answer to the 
discounting of FHA and VA loans. 


HOUSING FOR ELDERLY PERSONS 


On all sides, medical, economic, and sociological, we witness the 
improved lot of the elderly segment of our population within the 
framework of our private enterprise system. 

We believe that private enterprise with the assistance of the FHA 
mortgage insurance system, amended as recommended in this state- 
ment, is competent to meet adequately the housing needs of all our 
people, and we strongly oppose enactment of any program which pre- 
supposes the complete incapability of private enterprise in this field. 

We recommend that the committee reject title III of the bill, H. R. 
10157, which would provide for a $250 million direct lending opel ration 
by the Housing and Home Finance Agency to provide housing for 
elderly persons. The bill would provide such direct lending where 
the borrower is unable to obtain 100 percent 50-year loans, at 314 
percent from private sources, a condition which is for all practical 
purposes a meaningless one. A Government direct-lending operation 
to meet the housing needs of the elderly is a step backw ard which is 
completely unwarr anted and we strongly urge the committee to reject 
it. And I would like to point out at this point that there has never 
been any adequate survey of the need to house the elderly or to what 
extent private enterprise is failing to meet sucii need. 

Now, with respect to Fannie Mae second: ary market operations: 

The present 3 percent capital stock subscription, coupled with the 
prevailing discounts and one-half percent or 1 percent purchase and 
marketing fee, imposes an unreasonable burden on those doing busi- 
ness with Fannie Mae. We urge approval of the provision in H. R. 
10157 which would reduce the stock subscription requirement to “not 
more than 2 percent,” instead of the present “not less than 3 percent.” 
Maximum mortgage limit 

We recommend approval of the provision in H. R. 9537, by Mr. 
Widnall, that there be no maximum limits on FHA-insured and 
VA-guaranteed mortgages otherwise eligible for purchase by Fannie 
Mae, except those limits imposed by the insuring or guaranteeing 
agency. 

Fannie Mae’s secondary market operations are conducted in ac- 
cordance with sound business principles completely void of any Fed- 
eral subsidy., We fail to note any justification for directing its activ- 
ity to a limited sector of the FHA or VA market. So long as there 
is authority for the FHA and VA to insure or guarantee a mortgage 
in excess of $15,000, there is no basis for limiting Fannie Mae opera- 
tions to mortgages of this amount or less. 

The Housing Subcommittee’s report on the Federal National Mort- 
gage Assoc iation under date of May 9 opposes removal of the maxiiniun 
mortgage limit with the reason— 
that Fannie Mae’s activities should not be diluted and weakened by channeling a 
measure of its support to the higher income families less in need of assistance. 
This is a valid reason for a maximum mortgage limit under Fannie 
Mae’s special assistance provisions, but it has no bearing on Fannie 
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Mae’s secondary market operations. The secondary market operations 
do not support any market group, and because the funds Fannie Mae 
uses are derived solely from the sale of non-Government guaranteed 
and non-tax-exempt debentures to the public, how could its operations 
“be diluted and weakened” by purchasing an FHA-insured mortgage 
of $20,000 instead of $15,000 ¢ 
Mortgage eligibility 

We also recommend that FNMA be required to purchase any FHA- 
insured or VA-guaranteed loan offered to it for sale. The variation in 
the price which FNMA will pay for different loans should reflect 
FNMA’s estimate of the loan’s desirability as well as the general 
market. We believe this to be far more effective than the present 
system of rejecting a loan altogether because of the application of 
criteria imposed by some private investors for the same type of 
mortgage. 

We believe that this change would materially assist in the acquisi- 
tion of existing houses by many who are unable to afford new con- 
struction. 


Advance commitments 


We endorse the provisions of H. R. 10157 which would authorize 
FNMA’s secondary market operations to include advance commit- 
ments. 

Price flexibility 

Under existing law FNMA is required to establish from time to time 
prices for mortgages purchased in its secondary market operations “at 
the market price for the particular class of mortgages involved.” This 
is a rather rigid formula and is responsible for FNMA’s depressing the 
market in many areas during the early part of 1955—a situation which 
existed until the market declined to the FNMA price level toward the 
end of the year. 

We endorse the proposed amendments in H. R. 9537 which would 
authorize the association to buy loans “within the range of market 
prices” instead of “at the market price.” Such an amendment would 
enable FNMA to take into account the reasonably foreseeable market 
for mortgages as well as yields and foreseeable price trends on other 
forms of investment. The proposed flexibility would also reduce to a 
minimum the chances of FNMA depressing the market for FHA and 
VA loans. 


FNMA mortgage discount operations 


While we believe that the above recommendations will more mate- 
rially assist FNMA in fulfilling its statutory objectives, we feel that 
FNMA will not reach its maximum potential in serving as a backstop 
to private enterprise in the leveling out of peaks and valleys in the 
supply of necessary mortgage credit, until its recently adopted mort- 
gage warehousing procedure has been further streamlined. 

Just as the Federal Reserve System has provided stability in the 
field of commercial banking, and the Federal home loan bank system 
has assisted institutions such as savings and loan associations, savings 
banks, and insurance companies in discharging their public responsi- 
bilities, we feel that a mortgage discount operation in FNMA is essen- 
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tial to insuring a continuous and adequate supply of mortgage finane- 
ing to meet the housing needs of the American people. 

Such an operation could and should be established within the frame- 
work of FNMA, in such a way as to preclude competition with private 
sources of home-mortgage funds, and with the further advantage of 
accelerating the praiseworthy objective of ultimate private ownership 
of FNMA. 

The present FNMA warehousing arrangement is providing a source 
of standby commitments and interim financing for a very limited 
section of the country, the principal activity being confined to four 
States. 

We commend to your favorable consideration a plan whereby 
FNMA would be empowered to make temporary loans to mortgage 
lenders on the security of any FH.A-insured or VA-guaranteed loan, 
subject to the following conditions: 

1. Only those lenders subscribing to a minimum of $5,000 in FNMA 
capital stock would be eligible to “warehouse” (or discount) FHA or 
VA mortgages with FNMA. 

2. The maximum dollar amount of warehouse capacity would be 
restricted to 40 times the dollar amount of capital stock held by the 
lender. 

3. The lender would be required to purchase additional FNMA 
capital stock to the extent of 1 percent of the principal balance of 
each mortgage tendered as security fora loan. 

4. The maximum amount which any lender might borrow on the 
security of any mortgage offered would be limited to 95 percent of 
the gw bem om balance due on the mortgage. 

5. Each borrowing from FNMA would be subject to full recourse, 
and a lender’s failure to refund any borrowing at the expiration of a 
9-month term would result in transfer of the security to FNMA. 

In other words, we don’t want Fannie Mae to be a dumping ground. 

6. The interest rate on the borrowing from FNMA would be the 
rate of interest on the FILA or VA mortgage offered as security. 

7. Upon repurchase of a loan, the lender would pay to FNMA the 
balance due on his borrowing, less any payments on account of prin 
cipal, plus accumulated interest to the date of payoff. 

8. The 1 percent capital stock accompanying each warehouse trans 
action would be nonrefundable, and this 1 percent capital stock could 
not be re-used as a base for future transactions. 

Here is how the plan would work: 

The ABC Mortgage Co., an established lender, is active in the 
origination of FHA and VA loans in its own area of operation. Sud- 
denly and without warning, its private warehouse facilities are 
severely curtailed or cut off because of a temporary shortage of funds 
brought about by abnormal demand or local banking restrictions. 
ABC is faced with the necessity of either defaulting on its own out- 
standing commitments to builders and/or buyers, or seeking outside 
assistance. 

ABC could purchase $5,000 worth of FNMA capital stock and there- 
by obtain a $200,000 line of credit for the warehousing of FHA and 
VA loans. ABC closes with its own funds a $10,000 GI mortgage and 

delivers the title papers and accompanying exhibits to FNMA, to- 
gether with ABC's neck for $100 (1 percent) for purchase of addi- 
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tional capital stock. FNMA would credit the ABC account with 
$9,500. Within the 9-month warehousing period ABC finds a perma- 
nent investor for the GI loan at an aceptable price, obtains the return 
of the mortgage papers for delivery to the permanent investor upon 
the execution of a trust receipt. The permanent investor pays ABC 
for the loan, and ABC discharges its obligation to FNMA by refund- 
ing the $9,500 borrowing less any payments previously made on ac- 
count of principal, with accumulated interest at 414 percent per 
annum. 

ABC would retain the original $5,000 in capital stock and the $100 
in additional capital stock and would have a continuing line of 
$200,000 in mortgage warehousing credit. ABC could, of course, pur- 
chase more than $5,000 in capital stock and thereby increase its line 
of credit by 40 times the value of each share purchased. 

We are confident that his proposal would accomplish the twofold 
objective of insuring an even flow of home mortgage funds without 
cost to the taxpayers and providing a medium for the orderly and ex- 
peditious transfer of all FNMA stock to private owners in less time 
than it would take under the present FNMA plan of operations. 
Military housing 


The bill, H. R. 10157, proposes certain amendments to title VIII of 
the National Housing Act designed to provide family housing for 
military personnel. 

We share with the Congress the desire to bring about the early 
provision of neded family housing for personnel of the armed services 
and their families. We agree that adequate family housing is a vital 
factor of morale, and to the extent that the need is not met the national 
security is thereby impaired. 

While we are sympathetic with the objectives of the title VIII pro- 
gram and the proposed amendments, we must warn against excessive 
programing of projects which could have serious effect on the real- 
estate economies in many cities which have provided housing to 
servicemen for many years. 

During the past 2 months our association has received numerous 
communications from several parts of the country deploring the pro- 
graming of substantial numbers of units in areas already experienc- 
ing more than normal rental vacancies. We are particularly con- 
cerned that this programing has resulted in FHA’s tightening of 
builders’ commitments sharply below the normal building activity 
for the areas involved. 

We ask, therefore, that the title VIII program continue to function 
as Congress intended, but we feel that the Department of Defense 
should formulate and apply reasonable criteria as to determination 
of need. 

We have already conferred with the Department of Defense and 
recommended that local commanders discuss the housing needs of 
their personnel with local real-estate boards and builders’ associations 
in order that such needs may be met with the minimum adverse im- 
pact on the communities affected. Our local boards will be more than 
willing to make their services available for this purpose. 

We are aware that the House has approved an amendment to the 
military construction bill which would require that the Armed Serv- 
ices Committees of the two Houses approve all title VIII projects. 
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Perhaps this might prove an appropriate medium for the proper 
determination of the military’s actual housing needs. 

This concludes our prepared testimony, and we wish to thank you 
for the opportunity of appearing before you and presenting our views. 

The CuatrmMan. Are there any questions ¢ 

Mr. Ratns. I would like to ask a couple of questions, Mr. Chairman. 

The Cuatrrman. Mr. Rains. 

Mr. Rarns. In the first place, on title VIII housing, it is my in- 
formation that FHA, who has the final approval, of course, does 
check with the real-estate authorities and the people who know the 
housing situation in the various areas where title VIII projects need 
to be built ; is that correct ¢ 

Mr. Scorr. That is true, sir, but despite the fact that FHA might 
find that there is no need, or that it would have an adverse impact 
on their other insured loans in that community, the branch of the 
armed services is permitted to go ahead with its project, the only 
proviso being that they then must assume the responsibility for the 
loan, and release FHA from its obligation to underwrite. 

Mr. Witi1amson. I would like to comment on that, Mr. Rains. 

It is a debatable question whether FHA actually makes a market 
analysis, and whether they contact the local people. 

In Fayetteville, N. C., the president of the local real-estate board 
went to the FHA to seek a commitment on two houses that he wanted 
to build. The commitments were rather low and he asked what had 
happened and the FHA told him then, confidentially, that they had 
already approved 2,000 units for Fort Bragg, and that was the first 
information that the real-estate board had in the Fayetteville area. 
Yesterday at the hearing in regard to both Fayetteville and Fort 
Benning, I think it was rather clear to the members of the House 
Armed Services Committee that there had not been the liaison and 
the cooperation which I think the Congress intended there should be. 

Mr. Rains. Of course, it is a fact that as of yet the Secretary of 
Defense has not overruled in a single instance the recommendation of 
the FHA. 

Mr. Witu1aMson. That is right. 

Mr. Scorr. I might say this, Mr. Rains, if I may, that in my own 
area, at a Nike site, the FHA is completely unfamiliar with the fact 
that the military intends to establish 16 units of Capehart housing 
there, and has received no communication from anyone. The first they 
learned of it was in the public press. 

Mr. Rarns. Of course I think we are jumping at boogers that are 
not really there. Before they get that 16 units, they have got to go 
through the FHA for the mortgage insurance, and they must have to 
have approval by the Armed Services Committee. I am sure the 
committees of Congress, the thing they want first, is military housing 
that is essential to the operation of the Military Establishment, and 
they certainly don’t want any impairment of the already existing 
housing which is usable and sufficient. 

We will try to keep our finger on that. 

Now, you have a long and interesting statement, and I appre- 
ciate a lot of the references you make to the bill which the subcom- 
mittee worked on so long. I can understand your viewpoint even 
though it may be in disagreement in some instances with the bill. 
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There is one I absolutely cannot understand, and that is the refer- 
ence you make to the use of any part of the national service life insur- 
ance fund for mortgages for GI loans, in areas of excessive discounts. 

You seem to base your statement on the idea that the law requires 
that the Secretary invest in present securities, which is totally in error, 
because the present law allows the Secretary, if he desires, to invest 
it in the very kind of mortgages that I am talking about. 

Mr. Scorr. But this would require the investment at par, and that 
is fallacious because these loans in these distressed areas 

Mr. Rarns. You are wrong about the statement that it would require 
the investment at par, because it doesn’t provide that. The invest- 
ments thereon, in each of the mortgages, would not be at par, neces- 
sarily. However, I call your attention to this fact, that in those par- 
ticular areas where these loans would be made, are now areas 
of direct loans of the Federal Government, straight out of the 
Treasury. So I couldn’t understand why you would support a situ- 
ation which might necessitate the expanding of the direct lending from 
the Federal Treasury rather than try to operate on a private enter- 
prise basis. 

Mr. Scorr. We oppose the direct lending program. 

Mr. Rarns. We have got to do one or the other for those places 
where the mortgage money is not available. 

Mr. Scorr. We feel the voluntary home mortgage program is work: 
ing very well. 

Mr. Rarys. It is not working. The subcommittee hearings show 
there are only $40 million or $50 million, and in great areas, whole 
counties, in my State, Mr. Brown’s State, and so forth, not a single 
GI loan has been made because they cannot get the money. 

So we are faced, as I see it, if we are going to live up to our obligation 
to those GT's, the same as we live up to it around Washington or New 
York, of either doing direct lending, which I don’t want, or trying to 
get some additional money into that field. 

So I say T am a little bit—I don’t quite understand your opposition 
to that section, because it is actually a private-enterprise deal, if 
FNMA is private enterprise. And it is the GI’s money. It is his 
money, not the Government’s money. 

Mr. Scorr. But these are trust funds. 

Mr. Wiirt1amson. At the same time the Secretary of the Treasury 
would be required to make an administrative determination that in a 
certain area the discounts are excessive, and I think that we are just 
treating the symptom of a problem and not getting at the root of it. 
T think we are trying to equate the discount with something deplorable 
that is happening in the money market. 

Mr. Ratns. Under the direct lending program, the Government is 
now required to ascertain that there is no mortgage money available 
in that area, which is the very same thing as determining excessive 
discount areas. 

Mr. Witi1amson. That is true, but because that determination must 
be made, we still think it is not right. It attaches too much importance 
to the symptoms resulting from a fixed interest rate. 

Mr. Ratns. Well, the disease is there is no money there, therefore 
the excessive discount. Isn’t that the real trouble? 
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Mr. Scorr. The reason for the lack of money is the unrealistic inter- 
est rate. Money in those areas commands a higher price. 

Mr. Wiu1AaMson. Our contention is that the veteran is not entitled 
toa submarket interest rate. I don’t believe that it was ever the intent 
of the Congress that the veteran pay less for his money than anybody 
else. 

Mr. Raxns. I think you are getting mixed up with the idea that we 
should be more interested in the interest rate than we are in the fact 
that the veteran gets a home. 

Now, the end and aim of all the legislation was not the interest rates. 

Mr. WintraMson. That is right. 

Mr. Rarns. It was that the veteran get a home under that bill. 

Mr. Witu1amson. That is right. 

Mr. Rains. Now, if there is no money with which to get a mortgage, 
I feel that it is our duty to try to see that he does get it. 

What do you think about it / 

Mr. WitxiAMson. I think we are all shooting for the same objective, 
except that the veteran today is paying a discount because the interest 
rate tied to the GI loan is a submarket rate, and it doesn’t rise or fall 
with the market. 

Mr. Rains. That is not necessarily true, Mr. Williamson. The 
truth is that there is not enough mortgage credit in America, because 
actually all the mortgage credit we have is the savings of the people, 
and there is not enough mortgage credit to go around in some areas 
because it finds its use around the metropolitan areas of the country. 
You ean get GI loans there, at the present interest rate, but you can 
not get them in those remote areas which I have termed high discount 
areas, but it is because they are away from the metropolitan centers. 

So it takes some kind of special effort, as I see it, to see that that 
veteran gets his right also, under the GI bill. 

And since it is a private enterprise proposition—in fact, I think 
the day ought to come in which we could utilize for mortgages gen- 
erally the pension funds of this Nation. That is where most of the 
people’s savings now are going, and I want to do it the private enter- 
prise way, surely, but this is a step toward that. 

I repeat again that I think you ought to look at that angle a little 
bit, realizing the duty on the Members of C ongress to see that the 
veteran gets | a break. 

Mr. Scorr. Mr. Rains, I would like to say this, that in those high- 
discount areas, it is all equated in the price. The price of mortgage 
money has been historically high in those areas, and therefore the 
selling prices of properties have been comparatively lower than in 
the metropolit: in areas. Where mortgage money is cheap, prices are 
high; where mortgage money is dear, prices are low. So in effect 
the veteran is not paying more money in those high discount areas. 
It is simply an unrealistic rate. If conventional mortgage money is 
6 percent, it is unrealistic to suppose that lenders are going to loan at 
414 percent, even with a guaranty. 

Mr. Rars. The trouble is he doesn’t get the mortgage at all. 

Mr. Scorr. He could at a flexible rate. 

Mr. Rarns. He could if he paid 15 or 20 percent, but can you imagine 
how a Member of Congress would feel passing a law allowing a ‘vet- 
eran in New York to have a loan at 414 percent and one in Mississippi 
to pay 15 percent? 
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Mr. Scorr. But the veteran in New York is paying double or triple 
the price for the same property. 

Mr. Rarns. That still doesn’t add up to the responsibility in the 
law. Not at all, as to the price he pays for the property. That is all 
I have to say, Mr. Chairman. 

The Cuarrman. If there are no further questions, call the next 
witness, Mr. Clerk. 

Wethank you for your testimony, gentlemen. 

Mr. Bares. Thank you very much, Mr. Chairman. We appreciate 
the oppor tunity to appear before you. 

The CierKx. The next witness is Mr. Cowles Andrus, on behalf of 
the American Bankers Association. 


STATEMENT OF COWLES ANDRUS, ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Anprus. Mr. Chairman, members of the committee, my name 
is Cowles Andrus. I am president of the County Bank & Trust Co., 
Passaic, N. J. I am also a member of the committee on mortgage 
financing and urban housing of the American Bankers Association. 
It is on behalf of this association that I appear before you today. 

Over 98 percent of the 14,284 commercial banks and savings banks 
of this country are members of the American Bankers Association. 
These institutions hold approximately $77 billion of the savings of 
our people in the form of savings and time deposits. They hold as 
investments approximately $31.5 billion of real-estate loans on resi- 
dential properties, of which $8.7 billion are FHA insured loans and 
$9.5 billion are VA guaranteed or insured loans. 

Thus the member banks of the association are vitally concerned that 
the value of the savings dollars of the public entrusted to them by 
millions of depositors continue to be stabilized in terms of purchasing 
power. Of equal concern is the safety of their mortgage loans which 
could be impaired if an overstimulation of residential construction or 
price inflation should be brought about by overly liberal mortgage 
credit terms. 

In previous testimony before congressional committees on postwar 
housing bills the association has pointed to the dangers inherent in 
too liberal credit. In times of full employment and generally rising 
incomes, such as the present, a further liberalization of mortgage 
credit terms does not appear to be necessary nor does it appear war- 

ranted, particularly in view of the very liberal terms already provided 
for FHA insured loans and VA guaranteed and insured loans. 

The views of the association on the specific provisions of H. R. 10157 
have been formulated in the light of these basic considerations. 


TITLE I—AMENDMENTS TO THE NATIONAL HOUSING ACT 


The association, with certain exceptions, is generally in accord with 
the proposed amendments to the various FHA mortgage insurance 
programs covered by this title of the bill. It is opposed, however, 
both in the light of the basic considerations stated herein and for 
additional specific reasons, as set forth hereafter, to the following 
provisions of this title: 
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(1) The provision in section 103 of the bill which would increase 
the loan amount for rental housing loans insured under FHA’s sec- 
tion 207 from the present 80 percent of value to 90 percent of value. 

The owners of properties financed under section 207 usually hold 
such properties for investment and it seems appropriate that they 
be required to have a more substantial equity than in the case of 
owner-occupied properties. A larger loan amount would increase 
the total dollar interest payments on, the loan which increase would 
presumably be reflected in higher rents. 

(2) The provision in section 107 of the bill which would permit 
virtually 100 percent loans (except for $150 cash payment to apply 
towards closing costs) on relocation housing insured under FHA 
section 221 and lengthen the maximum maturity of such loans to 35 
years and even to 40 years, if the FHA Commissioner so authorizes. 

It is our view that such a liberalization of the terms of these loans 
would tend to encourage unsound credit practices and would force 
lenders who might engage in such financing to rely primarily on the 
insurance rather than on the credit worthiness of the borrower or the 
quality of the property subject to the mortgage. Under these circum- 
stances, there 1s greater risk of abuses developing and with the whole 
urban renewal program still in the early stages of development, it 
would seem advisable to retain the present limits on loan amount and 
maturity. 

TITLE II—SECONDARY MORTGAGE MARKET 


We view with concern some of the proposed amendments in section 
201 of this title which are designed to liberalize the operations of the 
Federal National Mortgage Association. 

It is and has been the position of the association that the FNMA 
should only supplement and should not supplant the private secondary 
or primary markets for mortgages. The recasting of the operational 
setup of the FNMA in the Housing Act of 1954 appeared to be for the 
purpose of attaining this status. Advance commitments were discon- 
tinued in connection with its secondary market operations and provi- 
sion was made for the gradual transfer of the FNMA to private owner- 
ship through the acquisition of capital shares by those who used its 
facilities. 

The amendments proposed in section 201 to permit the FNMA to 
again make advance commitments to purchase mortgages in secondary 
market operations, even with the safeguards intended to prevent exces- 
sive sales to the FNMA pursuant to such commitments, and the reduc- 
tion in the amount of capital contributions which mortgage sellers to 
FNMA are required to make through the purchase of FNMA capital 
stock are, in our opinion, backward steps. Even if the prices set by 
FNMA in issuing advance commitments should work as the intended 
safeguard against excessive sales, it would still be an entering wedge 
to the reestablishment of FNMA in the position of a primary market 
for mortgages. It should be kept in mind that FNMA now holds for 
liquidation approximately $2.5 billion FHA and VA mortgages pre- 
viously acquired in direct market support operations. 

It is recognized that some sellers of mortgages to FNMA look upon 
the capital contribution requirement as in the nature of an additional 
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charge for doing business with FNMA. Even when viewed in this 
light the maintenance of the present 3 percent capital contribution 
requirement appears necessary if mortgage sellers are to be encouraged 
to seek private secondary market sources before resorting to FNMA. 
In addition, the proposed reduction in the capital requirement would 
further postpone the time when FNMA would become wholly pri- 
vately owned. 

We question the justification for the proposed amendment in sec- 
tion 201 which would require FNMA, until June 30, 1957, to pay 
par for special assistance mortgages. Since the funds for such pur- 
chases are supplied to FNMA by the Treasury, this requirement 
would seem to be in the nature of a direct Federal subsidy to the 
mortgage sellers. It would appear desirable, at least, to permit 
FNMA to set a price for such mortgages in relation to prices in the 
private mortgage market, even if the prices so set were above those 
generally prevailing. In any event, FNMA should not be required 
to pay par for mortgages sold to it under the proposed special as- 
sistance program to support FHA section 203 (i) loans. Otherwise, 
FNMA would supplant the private secondary market purchasers of 
such mortgages and would become a primary market. 


Investment of NSLI Fund 


Under section 202 of the bill, it is proposed to authorize the Treas- 
ury to invest up to 10 percent of the reserves of the national service 
life insurance fund in VA guaranteed mortgages in geographic areas 
where private capital is found to be generally available only at 
excessive discounts. The purpose of such authorization is indicated 
in this section as being “in order to stabilize the price at which such 
loans generally will be salable to investors.” 

The only restriction on the price to be paid for such loans by the 
Secretary of the Treasury is that they shall not be purchased at a 
premium. However, the stated purpose would seem to indicate that 
purchases of mortgages for the fund should be at a higher price than 
that available from private mortgage investors. We question the 
propriety of the Government competing in the mortgage market 
with private investors and particularly at a higher price. It would 
seem to be an unwise precedent to establish. 

It is noted that any sales of mortgages from the fund would have 
to be at par. Thus, so long as VA guaranteed mortgages were sell- 
ing generally at a discount in the private mortgage market, the mort- 
gages held in the fund would be frozen. Such a nonliquid invest- 
ment would not seem desirable for life insurance reserves. 

Also, FNMA would act as purchasing and servicing agent for the 
Treasury with respect to such mortgages and would receive a fee 
of three-fourths of 1 percent of the unpaid principal of the mortgages. 
FNMA is not set up as a servicing institution, so would either have 
to greatly enlarge its force or pay others to do the servicing for it. 
In either case, it would mean a substantial increase in the admin- 
istrative expenses of FNMA. 

Therefore, this proposal not only would have the effect of putting 
the Government into direct competition with private mortgage in- 
vestors but also could prove costly to the taxpayers. 
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TITLE IlI—HOUSING FOR ELDERLY PERSONS 


Under this title a new direct Government loan program for hous- 
ing for elderly persons would be established. The HHFA Adminis- 
trator would be authorized to make loans to nonprofit corporations for 
the construction or rehabilitation of housing for the elderly. A fund 
of $250 million, supplied by the Treasury, would be provided for such 
loans. 

We believe that the financing of housing for the elderly should be 
undertaken by private mortgage-lending institutions and should not be 
a Government-financed program as is proposed in this title. We 
favor the approach in providing housing for the elderly set forth in 
H. R. 9537. Under this bill means would be provided, within the 
present framework of the FHA title [1 mortgage-insurance program, 
for financing the special type of structures and accommodations which 
elderly persons require by placing a share of the credit responsibility 
on other interested persons or nonprofit corporations. 


TITLE VI—FARM HOUSING 


This title would provide additional authorizations for loans and con- 
tributions to farm housing under title V of the Housing Act of 1949. 
We question the need for such additional authorizations, particularly 
the direct subsidies in the form of contributions, in view of the very 
liberal financing assistance provided farmers under the Bankhead- 
Jones Farm Tenant Act and other farm credit legislation. 


TITLE VII—COLLEGE HOUSING 


We recommend that provision be made for adjustment of the inter- 
est rate on college housing loans in line with the amendments to sec- 
tion 401 of the Housing Act of 1950, contained in sections 502 and 
503 of H. R. 9537, which would permit an interest rate on such loans 
that would be more related to economic conditions at the time the loan 
is made and would tend to encourage private capital to share in the 
financing of college housing. 

We also recommend that the increase in the aggregate loan authori- 
zation be limited to $100 million as provided in section 501 of H. R. 
9537. 

CONCLUSION 


We have confined our comments to the titles of H. R. 10157 which 
relate to mortgage financing, since it is the legislation in this area with 
which the association and its member banks are primarily concerned. 
We believe our suggestions to be sound and in the interest of preserv- 
ing a strong and healthy economy and hope that they will receive 
serious consideration by your committee. We appreciate being af- 
forded this opportunity to present the views of the association on this 
legislation. 

The CHarrMAn. We are very glad to have your views, Mr. Andrus. 

Mr. Berrs. Mr. Chairman. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. With reference to college housing, is there much 
participation of private capital in college housing programs? 
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Mr. Anprus. I can’t speak from personal experience on it, Mr. Betts. 
I understand not, and I understand the reason primarily is the rate 
of interest. However, I have no expression from the American Bank- 
ers Association on the point. 

Mr. Berrs. That is all, Mr. Chairman. 

Mr. O'Hara. Mr. Chairman. 

The CrarrmMan. Mr. O’Hara. 

Mr. O’Hara. Mr. Andrus, I am interested in the second paragraph 
of your statement. I understand from that, the member banks of 
your association hold some $77 billion of the savings of the American 
people. 

Mr. Anprus. That is correct, sir. 

Mr. O'Hara. And of that amount, some $3114 billion are invested 
in residential estate properties. 

Mr. Anprus. Well, plus their own capital. 

Mr. O'Hara. And breaking that down, about $18 billion are in 
guaranteed mortgages. 

Mr. Anprus. Yes, sir. 

Mr. O'Hara. Leaving $13 billion, or about one-sixth of the entire 
savings of the American people held by the banks invested in resi- 
dential mortgages that are not guaranteed ; is that right ? 

Mr. Anprus. That is right. 

Mr. O’Hara. Now, in the event that a deflation should come, not 
on the scale of the twenties but along that general pattern, what would 
be the effect on the banks and on the security of the savings of the 
American people ? 

Mr. Anprus. We feel that the impact would not be as pronounced 
as we might have thought in the past by reason of the definite program 
of amortization which is followed, and the necessity for the borrower 
to keep his taxes up to date. 

Mr. O’Hara. It is your view that that would act as a very helpful 
cushion ? 

Mr. Anprus. Very definitely ; yes, sir. 

Mr. O'Hara. You are concerned, I judge from your statement, that 
there should not.be overbuilding ? 

Mr. Annrvs. That is right. 

Mr. O'Hara. Do yousee any signs of that now ? 

Mr. Anprvus. May I speak as an individual ? 

Mr. O'Hara. Certainly. 

Mr. Anprus. There does seem to be evidence that in the existing 
housing field there is some softness by reason, perhaps, of the fact that 
there has been very extensive new construction. 

Mr. O’Hara. Thank you, sir. 

I wanted to bring out the fact that one-sixth of the savings of the 
American people are in these mortgages that are not guaranteed. 

Mr. Anprvus. Yes, sir; and the banks do feel that responsibility. 

Mr. O’Hara. And I am glad you emphasized that. 

Thank you, sir. 

Mr. Brown (presiding). Are there any other questions? 

Mr. Kizpurn. Mr. Chairman. 

Mr. Brown. Mr. Kilburn. 

Mr. Kitsurn. Do the American Bankers Association take any posi- 
tion on public housing ? 
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Mr. Anprvs. Not for a definite statement, Mr. Kilburn. Of course, 
there is a great deal of thought given to it, but there isn’t such unani- 
mity of opinion throughout the membership of 14,000 banks, that they 
feel that they are prepared to make a positive statement. . 

Mr. Kirsurn. Of course, I am very much against public housing 
myself, and I hoped that the association would take a position on it. 

‘Mr. Anprus. The association, I think, has been very characteristi- 
cally disposed to keep all business in private enterprise hands. I think 
that is a perfectly fair statement. 

Mr. Kizpurn. That is all. 

Mr. Brown. Are there any other questions of this witness? 

Thank you, Mr. Andrus, you may be excused. 

Mr. Anprus. Thank you, gentlemen. 

Mr. Brown. The clerk will call the next witness. 

The Crerx. Mr. Joseph B. Haverstick, president of the National 
Association of Home Builders, accompanied by Mr. George S. Good- 
year, of the National Association of Home Builders. 

Mr. Brown. Come around, gentlemen. 

You may proceed, Mr. Haverstick. 


STATEMENT OF JOSEPH B. HAVERSTICK, PRESIDENT, NATIONAL 
ASSOCIATION OF HOME BUILDERS; ACCOMPANIED BY GEORGE S. 
GOODYEAR, FIRST VICE PRESIDENT, NATIONAL ASSOCIATION OF 
HOME BUILDERS 


Mr. Haversrick. Mr. Chairman and members of the committee, my 
name is Joseph B. Haverstick. I am an active home builder from 
Dayton, Ohio, and appear here today as president of the National 
Association of Home Builders. I have with me George S. Goodyear, 
our first vice president and chairman of our division of governmental 
affairs, who is a builder from Charlotte, N. C., and Herbert S. Colton, 
our general counsel. 

As you know, the National Association of Home Builders is the 
trade association for the home-building industry. Its membership 
now is almost 37,000, grouped in approximately 250 affiliated local 
and State associations. 

Before discussing the specific provisions of the legislation now be- 
fore you, I would like to report to you the disturbing situation in which 
homebuilding now finds itself. New starts for April fell to a sea- 
sonally adjusted annual rate of 1,110,000, which is substantially below 
1955. This in itself would be no cause for concern, as we have always 
felt that production would settle at a level somewhat under that of last 
year. 

However, the clear indications are that the trend is still sharply 
downward. Unless there is some immediate improvement in the financ- 
ing picture, the outlook for the remainder of the year is not hopeful. 

From practically all sections of the Nation our members report 
that construction loans are becoming more difficult to obtain each day. 
They report that permanent mortgage loans have for some time Leen 
almost as scarce as in “the mortgage drought” of 1953 and in the 
past 30 days have become even more scarce. 
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Coupled with the well-recognized increasing costs of land, labor, 
community facilities, and materials, this decreasing supply of mort- 
gage money is not only causing total production to fall, but the home- 
building industry is being forced to abandon the low downpayment, 
low monthly carrying charge pattern of mortgage financing which has 
been a basic factor in development of mass production home building in 
the past 20 years. If the present trend continues, the average home 
buyer will progressively be deprived of the opportunity to acquire a 
suitable home at terms within his ability to pay. 

Since 1940, as a direct result of the low downpayment, low monthly 
carrying charges, low interest rate amortized loan, the greatest social- 
economic revolution in recent industrial history has occurred. In the 
15 years since 1940, the number of American homeowners has doubled, 
with a tremendous beneficial effect on our economy and on our society. 

Mass production of homes, at modest prices, suitable for the average 
citizen, depends on mass financing. But today mortgages to fit the 
needs of the family of medest income and small savings—however good 
credit risks they may be—are challenged as “excessive credit” and 
“speculative.” Some even say that home mortgage credit should be 
available only at high prices and at sharply restricted terms; that we 
should go back some 25 years; that mortgages should be lower and 
homes larger and more costly. 

If a philosophy of scarcity is to prevail again—scarcity in the flow 
of mortgage funds and scarcity in home production—there can be 
only one result—a sharp cutback in home building and an increas- 
ing concentration on the comparatively high price ranges. In short, 
this would mean a return to conditions which prevailed decades ago. 
Then mortgage credit was available only on terms that made it diffi- 
cult, if not impossible, for the great majority of Americans to aspire 
to homes of their own. It eventually resulted in foreclosure of vast 
numbers of those who had acquired homes on stringent and insup- 
portable mortgage terms. 

A few days ago we sampled the opinion of a representative group 
of the membership on the current state of the mortgage market. 
Seventy percent replied that the supply both of construction and per- 
manent loans was seriously tight; significantly, many also said that 
a further tightening had occurred in the last 30 days. 

We can see no signs of these conditions correcting themselves auto- 
matically. As a matter of fact, the time lag between any corrective 
action and its effectiveness in the housing market is still largely 
unappreciated. 

This is clearly illustrated by the experience of the industry over 
the past year. In April 1955, this association in response to a request 
from Senator Sparkman for comment on the outlook for home build- 
ing, pointed out that the high volume of starts in the first few months 
of 1955 was the direct result of the easy money conditions of the pre- 
vious year; that the mortgage market was already sharply reversing 
itself; and that housing starts had started to recede from their peak. 
We pointed out further that the demand for homes was clearly sus- 
tainable at a good level, although perhaps some 10 to 15 percent under 
its then record rate. We warned that governmental actions, then un- 
der consideration to restrict mortgage lending, on the theory that it 
was necessary to prevent a runaway boom in mortgage credit, would 
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come at a time when the credit boom had passed its peak and the trend 
was downward. 

Nevertheless, in addition to governmental steps to tighten general 
credit (which inevitably have an exaggerated impact on home mort- 
gages) certain measures were taken to curb mortgage credit. Thus in 
July 1955 the down payments on FHA and VA financed homes were 
increased; loan maturities were shortened (although later this was 
relaxed) ; construction lending and warehousing were seriously im- 
paired both by the general curtailment of credit and by the attitude 
of those in control of the central banking system upon which the com- 
mercial bankers necessarily depend. 

Parenthetically, in 1955, contrary to some assertions, less reliance 
was placed in the commercial banking system than at any time in the 
previous 5 years, with the exception of 1953-in 1950, $1 of every $3 used 
in the capital market came from the commercial banking system 
whereas only $1 of every $16 was so derived in 1955, the year of greatest 
demand for capital funds by the home building industry. 

As a result of all this there has been engendered a financial atmos- 
phere not favorable to home building. This comes at a time when 
some predictions of a lull in demand have been confounded by a 
continuing good market for new homes as a part of the dynamic im- 
provement in living conditions of the American people. It comes only 
3 or 4 years before the time when, in the nearly unanimous opinion of 
economists, a vast expansion of home building will be necessary to care 
for tremendous upsurge in family formation which will occur as the 
war-born generation of the early 1940’s reaches marriageable age. 

We do not believe, of course, that the lack of mortgage money can 
be wholly solved by any single legislative or governmental step or 
series of steps. Fundamentally, the situation is the result of the tre- 
mendous demand throughout the national economy for credit of all 
kinds. This isa problem with which the Federal Reserve System and 
others must grapple. It is our job when we appear before you to speak 
for the housing industry and to suggest to you, if we can, how the dis- 
advantages from which it suffers can be overcome without producing 
an unsound result elsewhere in the economy. 

We want again to emphasize, as we have for the past year, that 
residential mortgage credit by its very nature is the first to feel the 
pinch of credit restriction. 

The following quotation from an editorial in Business Week maga- 
zine for May 5, 1956, is pertinent: 

It is not simply a matter of increasing interest rates, although the general 
level of interest charges has been raised to the highest point in 23 years. It is 
a question of the actual availability of money. Day after day business enter- 
prises are turned away as they seek to obtain credit to carry out their plans. 
* * * The credit squeeze strikes most directly at smaller business. The giants 
like General Motors and General Electric will get the money for their capital 
expansion programs, but the smaller enterprises are already having to lay aside 
or cut their capital expansion plans. 

Home building is not only small business; it requires long-term 
credit. The uneven impact of restriction hits mortgage lending even 
more than other types of long-term credit and short-term credit. 

While our financing troubles cannot, in our opinion, be completely 
overcome until such time as the demand for and the supply of credit 
in the entire economy are brought into better balance, there are some 
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steps which we believe essential if mortgage financing is to attain 
something approaching parity with other forms of investment in 
bidding for capital. : 

Only certain specialized types of investors are willing to invest in 
mortgages. The narrowness of this specialized field and its sensitivity 
to changes in the money market make vitally necessary an adequate 
central mortgage facility. Without such a facility, we do not believe 
a relatively stable supply of mortgage money for residential construc- 
tion can ever be achieved. 

As this committee is undoubtedly aware, Mr. Goodyear presented 
our detailed testimony on this subject to your Subcommittee on Hous- 
ing a month or two ago. Without taking your time now, I would like 
to place in the record a summary of our suggestions contained in a 
letter dated February 21, 1956, addressed by Mr. Goodyear to Con- 
gressman Rains. <A copy is attached as exhibit A of this statement. 

I would like to pause a moment here and say that we have had an 
opportunity to review the report of the subcommittee that came out 
over this past weekend, and from what we see of it we are very much 

leased and think the subcommittee did a very fine job. 

H. R. 10157 goes a considerable distance toward accomplishing the 
general objectives at which our suggestions were aimed. Its amend- 
ments to FNMA would reduce somewhat the very high cost now 
involved in doing business with that agency which, we contend, has 
acted as a severe depressant on the mortgage market. Further, it 
would permit greater flexibility in the prices at which FNMA buys and 
thereby allows more effective use of FNMA in helping to stabilize 
the market. 

It is not clear, however, whether these amendments would be suffi- 
cient to persuade FNMA that it is authorized to extend its maximum 
influence toward stemming the fall of mortgage prices. We feel that 
FNMA’s basic purpose should be to exert a maximum effect toward 
mortgage market stabilization and that this should be made crystal 
clear to overcome its present feeling that under its present legislation 
it must operate solely as a profitmaking institution. 

We appreciate the sympathetic consideration given to our ideas in 
the report of the Federal National Mortgage Association issued this 
week by the Special Subcommittee on Housing. While we natur- 
ally are anxious for further improvements in a FNMA, we under- 
stand the subcommittee’s feeling that there should be further consid- 
eration and study before FNM A’s basic stock purchase and investment 
structure is revamped or a rediscount or lending function instituted. 
We urge that the committee continue its consideration of these im- 
portant matters. We shall be glad to cooperate with you in any 
such study. 

To return now to the bills before you, I shall not attempt to cover 
them in complete detail but, with your permission, shall merely present 
to you the position of the home-building industry on certain features 
which we believe particularly important. 


I, MILITARY HOUSING 


There is, of course, no question that there may be a need for more 
housing for military installations. However, in our opinion, this 














= 


Sere teehee 








HOUSING ACT OF 1956 363 





highly important program, as presently constituted, contains an in- 
herent danger of overprograming which, if it occurs, will seriously 
affect the civilian economy in many areas. This is so because the 
necessity for, or size of, any project is now dependent almost entirely 
upon the judgment of the armed serv ices. 

Although there is provision for Federal Housing Administration 
concurrence, the estimates of need by the military are almost certain to 
prevail. If these projects were financed out of appropriated funds, 
the military’s judgment would have to pass at least the —— of 
the proper committee of Congress. On the other hand, intended 
for a general need both lenders and FHA would have st: mi ne market 
criteria against which the project could be judged. 

We believe that the very real danger of overprograming which now 
exists could be remedied without any significant delay in the pro- 
vision of needed housing if Defense Department approval of a project 
were subjected to review by either (a) a special committee of three 
civilians to be established for that purpose within the Department of 
Defense, or (4) a subcommittee either of this committee or of the 
Armed Services Committee. 

We believe that by either of these means the full facts on the need 
fora military housing project ; its impact on the economy of surround- 
ing communities ; and its effect on existing military housing projects 
(constructed under the less favorable provisions of old title VIII) 
could be quickly evaluated. 


Il. FHA FIRM COMMITMENTS TO BUILDERS 


While there is no amendment in the bills before you affecting this 
point, we urge that the present provision (section 203 (b) (2)) be 
amended to increase the amount of firm commitment available to 
builders from 85 percent to 90 percent of the amount of loan available 
to an owner-occupant. 

The FHA firm commitment to builders, perhaps more than any 
other factor, has been responsible for the growth and development of 
home building during the past 20 years. The firm commitment en- 
courages construction lending on an adequate basis by making possible 
in any event, regardless of sale of the house, a permanent loan upon 
which the construction lender can rely for its necessary take-out. 

In many areas, construction lenders will usually advance up to 
about 6624 percent of the amount of the firm commitment. The firm 
commitment has always been somewhat less in amount than the com- 
mitment available to a purchaser in order to assure that the builder 
will contribute his profit and substantial funds of his own. The pres- 
ent limit of 85 percent of the amount of loan available to an owner- 
occupant was enacted in 1954, and, perhaps inadvertently, slightly re- 
duced the amount previously available in some price brackets. 

The changes we have suggested will, in our opinion, permit con- 
struction loans on an adequate, but not excessive basis. It is further 
important in connection with existing housing in order to facilitate 
“trade-in” transactions under which a builder accepts the equity in 
an existing house while rehabilitating it for the sales market. The 
trade-in house program is already becoming more and more signifi- 

cant as a means of upgrading family housing and as an aid in the new 
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housing market. We believe, and I feel sure the FHA would agree, 
that the one legislative change necessary to help this program to 
operate satisfactorily is an increase in the FHA firm commitment, 


Ill. TITLEI 


We believe liberalization of FHA’s title I home-improvement pro- 
gram is necessary for the continued modernization and repair of the 
Nation’s housing inventory. We support the increase in loan amount 
andterm. As you know, a representative of this association presented 
our ideas in some detail before your Subcommittee on Housing. 


IV. RENTAL HOUSING 


If an FHA-insured rental-housing program is to be presumed, we 
believe the amendments contained in section 103, 106, and 108 of 
H. R. 10157 are essential. We feel that section 108, which makes in- 
contestable a builder’s cost certification after FHA acceptance, is 
simple ordinary justice in removing the threat of later questions years 
after the fact. 

Section 106 is particularly important in recognizing that the builder- 
sponsor of a rental housing project performs more than the function 
of a general contractor and cannot be expected to engage in this diffi- 
cult and hazardous work for the hope of an investment return over a 
long period of years. 

We agree with the recent rental housing and urban redevelopment 
reports of your Subcommittee on Housing, chairmanned by Congress- 
man Rains, and in particular with respect to the attitude of FHA 
toward its rental housing programs. However, FHA has recently 
undertaken a review of its applicable forms and procedures in ap- 
parent recognition that its rental housing programs have been at a 
standstill. 


V. HOUSING FOR ELDERLY PERSONS 


We generally support the provisions of H. R. 9537 which would 
permit persons age 60 or over to obtain from others the required FHA 
down payment. The building industry has been steadily increasing its 
production of homes for elderly persons, particularly in “retirement” 
areas. We believe this is a field which will attract increasing atten- 
tion. We feel, therefore, that a maximum opportunity should be pro- 
vided to the productive forces of private industry before the Govern- 
ment enters upon large outlays for direct loans. We see no reason 
yet to believe that loans will not be forthcoming for this kind of 
construction—assuming, of course, that the general credit situation 
which I have just discussed becomes more normal. 

I would like to state that in the current issue of Nation’s Business, 
there is an excellent article on housing for retired people, which com- 
mends the National Association of Home Builders very highly for 
their leadership in this direction. ; 


VI. RELOCATION HOUSING FOR URBAN RENEWAL AREAS (SEC, 221) 


We believe the proposals in H. R. 10157 will help to remove some 
of the obstacles to the successful operation of section 221 as it was 











theo 


= alia ec in nalati 








ow 


pelted shabbat 





HOUSING ACT OF 1956 365 


originally envisioned. We call to the committee’s attention that this 
section is now confined to relocation of families from urban renewal 
areas. There remains a great need for a financing devise to facilitate 
the provision of minimum housing for families of modest income 
generally. Some years ago, this was the function of FHA title I, 
section 8, which was amended in 1954 as FHA section 203 (1). 
Since the amendment, this section has been narrowly confined to use 
only in extremely remote areas. It provides a 95-percent loan not to 
exceed $6,650 which, in today’s economy, is prohibitively low. 

We suggest that consideration be given to (a) raising this maxi- 
mum limit to the same amount as proposed for section 221, and (6) 
authorizing FHA to accept section 203 (i) loans under minimum 
standards acceptable locally but streamlined to permit the most eco- 
nomical decent house. 


VII. PUBLIC HOUSING 


Since 1940, the percentage of home owning nonfarm families has 
increased from 41 percent to 59 percent. In 1956 there were 27 mil- 
lion homeowning fimilies as compared to 11.4 million in 1940. In 
the post-war decade, our industry has actually housed more than 10 
million families in new homes. 

The bulk of this postwar production has been within the reach of 
families of average income. Despite increasing costs of land, labor, 
materials, and of money, an estimated total of nearly one-third of 1955 
production—450,000 homes—were sold at less than $12,000. These 
included 93,000 selling for less than $7,000; 140,000 between $7,000 and 
$10,000; and 208,000 between $10,000 and $12,000 (BLS Survey of 
New Housing Starts, First Quarter 1955, Nov. 15, 1955). 

During this period the phenomenal rise in American incomes has 
further improved housing conditions. It has been estimated that over 
1 million American families progress annually from incomes under 
$5,000 a year to above that figure. This dramatic upward income 
trend during the past 20 years is shown by exhibit B attached to this 
statement. 

In view of this drastic reversal in economic conditions, and the home- 
building industry’s proven production record, we do not believe that 
any further need exists for the construction of public housing. More- 
over, a large new program of public housing necessarily competes with 
private building for labor, materials, and investment funds, adding 
further to increasing costs of all construction. This is the time, we 
believe, when the Congress should pause to consider the country’s true 
situation with respect to income and available housing. There should 
be a thorough restudy of the best means for providing housing to those 
families unable for one reason or another to obtain adequate and 
decent housing. We certainly would offer our services and resources 
to cooperate with the Congress or the administration and with other 
interested groups in such a program. 

The Government should properly concern itself with whatever resi- 
due of low-income families exist, but its efforts should be devoted to 
assisting in the correction of those conditions which prevent such 
families from becoming economically independent. We believe that 
more would be accomplished toward the housing of low-income greups 
if the Federal funds proposed to be used to subsidize public housing 
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projects were instead devoted to aid to States and communities in the 
rehabilitation, education, and vocational training of the breadwinners 
of those families which are still not self-supporting. Such a program 
would, in our opinion, have far more lasting beneficial effects. 

Mr. Brown. Are there any questions of the witness ? 

Mr. Vanik. I have a question, Mr. Chairman. 

Mr. Brown. Mr. Vanik. 

Mr. Vani. I would like to ask the witness what reaction he would 
have to a quick amortization program which would give private enter- 
prise a greater incentive in urban renewal or slum clearance. 

Mr. Haversrick. A quick tax amortization 4 

Mr. VANIK. Suppose we were to enable some legislation which would 
provide that an investment in an urban renewal area by private enter- 
prise could be written off at a faster rate, wouldn’t that be an incentive 
to develop greater home construction in that type of area ? 

Mr. Haversrick. I think it is a good point. We have a tax com- 
mittee in the association that is studying that right at the moment. | 
think it is worthy of serious consideration. 

Mr. Vantk. My second question is: 

You talked about the great postwar home production. How much 
of that was the result of the GI bill? 

Mr. Haversticx. Well, I would say a large portion of it. I think 
in 1955 approximately one-third of all of the new homes built were 
financed through the GI program. 

Mr. Vanrx. So how would your organization feel about extending 
the provisions of the GI bill, instead of terminating it, and making a 
comparable bit of legislation applicable to everyone or everyone who 
could suitably apply to certain requirements, in a mortgage-guarantee 
program. 

Mr. Haversticx. The current thinking in our association is for an 
extension of the GI program. 

Mr. Vanik. There is a bill which has been introduced by Congress- 
man Teague, in which he feels that the provisions of the GI bill ought 
to be applicable to all of our citizens who find themselves in a position 
to qualify with the basic requirements. What is your position on 
that ? 

Mr. Haverstick. Well, we generally agree with the bill that was 
introduced by Representative Teague. However, we are not sure 
that this program could be enacted in the current Congress. We 
feel that a continuation of the GI financing plan would be highly 
important at this moment to continue the production of housing, but 
we think that the Congress should study the program that Congress- 
man Teague has introduced, because we think that is moving in the 
right direction. 

Mr. Vanik. If there were a quick amortization program for hous- 
ing in urban renewal areas, what do you think, or what would you 
suggest as a proper period of amortization of the investment ? 

Mr. Haverstick. I don’t think I could answer that question at the 
moment. 

Mr. Vantk. That is all. 

Mr. Nicuorson. Mr. Chairman. 

Mr. Brown. Mr. Nicholson. 
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Mr. Nicnotson. What do you propose to do, anyway, in all these 
arguments and bills? Do you want to get more housing than you 
are getting now ? 

Mr. Haverstick. Well, I think that as the country continues to 
grow, as the new family formations increase year by year, and as we 
continue the growth in population which we have experienced, we are 
going to have to have more housing than we are now producing. 

Mr. Nicnoison. Well, we produced about 8 million new homes in 
the last 6 years. 

Mr. Haverstick. I think that is substantially correct. 

Mr. Nicnotson. Isn’t that fast enough ? 

Mr. Haversticx. Well, there seems to be justification for produc- 
tion of new housing somewhat in excess of a million units per year. 
Those figures are available, and we would be glad to supply the com- 
mittee with such figures indicating a need for better than a million 
housing units per year. If the census experts are correct, I think 
that in the not too distant future we are going to have a need for an 
even greater amount of housing than we have been producing if; as 
I said before, the population increases. 

Mr. NicHotson. Well, it doesn’t increase more than at the rate of 
1,250,000 homes a-year, does it ? 

In other words, haven’t we met the existing conditions pretty well in 
the last six or eight years? 

Mr. Haverstick. I think we are meeting, on an annual basis, the 
need for new housing in this country at our current production rate. 
I don’t think we are overbuilding, if that is what you want to say or 
are inquiring of me. 

Mr. Nicuotson. These bills that are before us are to build more 
housing. But the question is who is going to pay for it. Isn’t that 
correct ¢ 

Mr. Nicnorson. Actually, the current indication is that the trend is 
downward rather steeply at the moment, and we think that these aids 
under discussion here today would stem this downward movement and 
would level off prouction at somewhere in the neighborhood of per- 
haps 1,200,000 units per year, or something along those lines. 

Mr. Mumma. Will yowyield, Mr. Nicholson / 

Don’t you think from the newspapers ads advertising real estate, 
new and second-hand, for sale, that the problem is solved right now ? 

Mr. Nicnoison. I am convinced that we are meeting more than 
what is necessary in housing. Of course, if you are going to have a 
house for everybody, as the population grows, that is true, but no one 
envisions a house unless it houses 3 people at least and the average 
is more nearly 4. 

Mr. Vanik. I don’t think you will find very many of those ads ad- 
vertising houses in the $10,000 to $12,000 bracket. 

Mr. Nicnotson. You can’t build a house where I come from for 
less than $12,000. 

Mr. Vanik. Well, there are a great many people who can’t pay 
$10,000 or $12,000. 

Mr. Mumma. That is true. I don’t see how a lot of them who buy 
them pay for them now. 

Mr. Vanik. We have to provide for those people somehow. We 
have got to make it possible for them to get a house. If you are going 
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to make a good American family and give it something to live for, 
you have to provide a start. An income of three or four thousand 
dollars a year, doesn’t permit the purchase of an average house. 

Mr. Mumma. It is a case of having so much money to distribute 
every payday. Which do you think would get the money first, the 
home or the automobile ? 

Mr. Vanik. I think people would choose a house. When we make 
it possible for them to buy a home that way. I don’t think we have 
any problems, and I think we can count on them paying it back be- 
cause every day they live in a home they improve it. 

Mr. Mumma. That is possible now, Mr. Vanik, but when a house 
costs so much to build, you have to have a little more than a note to 
acquire it. 

I don’t know how this is in every district, but in the districts I know, 
a man really needs an automobile to get to work. 

Mr. Vanrx. He needs a house to live in first. 

Mr. Mumma. I realize that, too. 

Mr. VaniK. First he needs the job. Then the house and the car 
comes next, I think. 

Mr. McDonoveu. Mr. Chairman. 

Mr. Brown. Mr. McDonough. 

Mr. McDonoveu. Mr. Haverstick, does your association have any 
record of the time that elapses from the time that the builder has a 
house built and it is sold? What is the average period of time? 

Mr. Haversticx. For an individual house it is a relatively short 
period of time, but in relation to a project operation, when you have 
to acquire land, go through the zoning boards and other necessary 
functions of local government, perhaps FHA or VA, from the time 
the builder gets the notion until he actually gets into production, let 
alone completion of houses, our experience has proven that it runs in 
the neighborhood of about 6 months. 

Mr. McDonoven. Are there many builders building houses with- 
out any positive assurance of sales within 6 months? 

Mr. Haverstick. Actually, I think our builders today are building 
a little closer to the belt, so to speak, than they have been in some 
previous years. They are selling most of their houses from models, 
rather than building a huge inventory of housing and then hoping 
there is a market when they complete them. That isn’t true in every 
instance, but it is becoming more generally true. 

Mr. McDonoveu. It is your opinion that this is becoming a buyers’ 
market instead of a sellers’ market? 

Mr. Haverstick. I think we have been operating in a buyers’ mar- 
ket for perhaps close to 18 months. We have to do a real job of selling 
and merchandising today. 

A moment ago you talked about the automobile industry. We are 
definitely in competition in a sense with the automobile industry, 
certainly for the same dollars that are used for financing. If a man 
is overloaded by payments for an automobile, he many “times won't 
qualify for the purchase of a house. 

Mr. Brown. Are there any further questions, gentlemen ¢ 

Mr. O’Hara. Mr. Chairman. 

Mr. Brown. Are there any further questions, gentlemen ¢ 

Mr. O’Hara. Mr. Chairman. 
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Mr. Brown. Mr. O’Hara. 

Mr. O’Hara. Do you feel repercussions from the extension of con- 
sumer credit into the field of foreign travel such as Carribean cruises 
and trips to Europe? 

Mr. Haverstick. Well, we are in competition, I think, with all 
types of expenditures by the consumer, including those. 

Mr. O’Hara. I mean specifically, have you had instances in which 
you found would-be purchasers of homes unable to finance such ac- 
quisition of residential properties because of previous commitments to 
pay back the money borrowed for cruises ? 

Mr. Haverstick. I am not certain that I could specifically cite such 
an instance, but I do know that there is a greater percentage of per- 
sons turned down for credit reasons when they apply for a mortgage 
on a house than has been our experience in the past several years. 
Whether this could be attributed to that specific point or not, I don’t 
know, but I am convinced that we have a problem in that direction. 
I don’t think it is a major one, but it does exist, 1 am sure, in some 
instances. 

Mr. O’Hara. Every time I see these large advertisements on “Go 
to Europe and pay $5 down” or to the Caribbean, I wonder if that use 
of consumer credit is not having very serious repercussions on the 
ability of people to buy homes. 

Mr. Haverstick. It must have some bearing on it. 

Mr. O’Hara. Thank you very much. 

Mr. Tatixe. Mr. Chairman. 

Mr. Brown. Dr. Talle. 

Mr. Taiz. Mr. Witness, I would like some practical education from 
you this morning. 

Let us say that a man is 65 years old, he has money enough for a 
reasonable downpayment on a house, and then he hopes that through 
amortization he can pay the remainder, but ordinarily those plans 
encompass 20 or 25 years, don’t they ? 

Mr. Haverstick. Yes, sir. 

Mr. Taiz. At the age of 65 that really doesn’t help him, does it? 

Mr. Haversticx. I don’t think that it would be too helpful; no. 
However, if some person, a relative, perhaps, could help finance the 
downpayment, or perhaps that relative could go on the mortgage, a 
cosigner on the mortgage 

Mr. Tate. That is exactly the point I was coming to. 

Do you know of a number of instances in which some younger per- 
son, say a relative or friend, joins with a person of 65, or near that 
age, to assume the responsibility of those payments ? 

Mr. Haverstick. I can’t specifically say I know of an instance 
where this has happened, although I know that it does happen. I 
would like to have you check the article in Nation’s Business, which 
gives a very comprehensive story and report on this very problem we 
are speaking of. It points out some programs that are going on in 
various parts of the country that are meeting the need. 

Mr. Taiz. Don’t you personally believe that that would be a work- 
able method ? 

Mr. Haverstick. Oh, yes: I am convinced that it would be work- 
able. I think that is the proper approach to take in this instance. 
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Mr. Tate. Certainly, without it a man at the age of 65, and even 
60 or perhaps a younger man than that, would not be able to avail 
himself of the amortization plan. 

Mr. Haversticx. I understand that is true; yes, sir. I am not a 
banker, I am a home builder, and I am not familiar with banking pro- 
cedures in that respect, but I do know that mortgage bankers frown 
upon persons of that age buying property and having a long-term 
amortization program for repayment. 

Mr. Tatir. Thank you, Mr. Chairman. 

Mr. Hotiann. Mr. Chairman. 

Mr. Brown. Mr. Holland. 

Mr. Hotianp. Mr. Haverstick, do you find that in most cases the 
reason why a person doesn’t buy a home is that they can’t get the 
downpayment ¢ 

Mr. Haversrick. They can’t get the downpayment ? 

Mr. Hotianp. Yes, sir; they don’t have the downpayment, if they 
have a family. 

Mr. Haverstickx. Well, I suppose that there are instances when 
persons don’t buy because they can’t qualify; don’t have the down- 
payment. I am certain that is true in some cases. But the present 
trend of homeownership is moving up at a very rapid rate in this 
country, and it would indicate that more people are in a position to 
buy, or do accumulate the downpayment and are able to buy 
housing. Of course the income level of the American people con- 
tinues to move up at a very rapid rate, and they have money avail- 
able as their income moves up, for accumulating down payment for 
new housing. 

Mr. Hotianp. Don’t you think that if a man has a good employ- 
ment record, that that should be considered in arranging the down 
payment ¢ 

What I have in mind is this: I come from a very large industrial 
district where people have families with 3, 4, and 5 children, and 
they make good money and they pay as high as $70 and $75 a month 
for rent, but they just have never been able to get ahead those two 
or three or four thousand dollars for a down payment. 

Do you think that if we were to take the GI bill and let them 
come under it, in some way, could not a man’s employment record 
be taken into consideration? For instance, if a man has worked 15 
or 20 years for a corporation and has never lost any time and has 
shown that he is a good worker, I do not think he is a bad financial 
risk. 

Mr. Haverstick. I think that the man who has an excellent rec- 
ord and who has a good record of employment is in many cases per- 
haps a better risk than perhaps a man who might have the down- 
payment and doesn’t have those qualities. 

Mr. Hoiianp. I know of a lot of families in that position. We 
had a forum, for your information, in Pittsburgh, in my district, 
where this was discussed, and I was surprised to hear men get up 
and tell me how much money they made—some of them averaged 
around $4,400 a year—but they had 4 children or 5 children, and 
they just can’t get that two or three thousand dollars to put down, 
though they pay their bills as they go along, and I might add they 
don’t take any trips to Europe. And they are very anxious to be- 
come homeowners. 
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Mr. Mumma. I think any real-estate man who could get a fellow 
with $500 today, he would be perfectly willing to sell him a house. 

Mr. Houuanp. I wish it was true. 

Mr. Mumma. Isn’t that true, Mr. Real Estate Man? 

Mr. Haverstick. I don’t think so exactly. 

Mr. Mumma. What market are you in‘ 

Mr. Haversticx. I am in Dayton, Ohio, and we have generally 
built from—in the from $11,000 to $14,000 class. 

Mr. Muara. In most ads in my territory, that is the big print: 
“No downpayment.” 

Mr. Haverstick. No downpayment, GI. 

Mr. Mumma. They don’t put necessarily. The employment record 
is the principal basis for credit today. 

Mr. Haverstick. I am not familiar with that type of a program 
that is going on. Of course, I don’t doubt but what, under conven- 
tional financing plans, if builders have the capitalization, they can 
take a second mortgage on property for the amount of the downpay- 
ment. That could be possibly the case. 

Mr. Mumma. Well, the point, no downpayment is the come-on. 
When they get you in the office and start to ask you the other ques- 
tions, the matter of a good employment record, how much you owe 
on your car, and all that, then it is different, but there are a lot 
of houses in my territory sold. I happen to be in a position to know 
that it is true. 

Mr. Hotianp. I don’t know of anyone in my district who can do 
that. I think Mr. Haverstick made one statement here that is very 
important, and that is the falling off of building today. There is 
also a falling off in the building of automobiles. If there are not 
some arrangements made for credit, I think we will be in a tailspin 
in no time. 

Mr. Haverstick. Of course, the problem is one in which, regardless 
of any attempt to curtail credit in any way at all, it doesn’t make 
any difference how little it may be, and it m: vy not necessarily be 
directed at the home-building industry, it will affect it every single 
time. And, of course, that condition exists at the moment. 

Mr. Brown. Do you favor the Rains bill to extend the GI bill of 
rights ? 

Mr. Haverstick. Yes, sir. 

Mr. Brown. What do you think of section 202 of the Rains bill, 
to use the national service life-insurance funds to purchase V A-guar- 
anteed mortgages ? 

Mr. Haverstick. Well, I think that any method by which you could 
get more funds into the mortgage field is important. Whether this 
is the best way to do it or whether there are other w ays to do it, I am 
not certain. "We have not yet completed a thorough study of that 
approach. We do have under consideration a study along that line 
at the moment. We are just in the beginning stages here of a meeting 
of our board of directors, and that subject will be discussed during 
this meeting. 

Mr. Brown. We are glad to have your testimony, gentlemen. You 
may be excused. 

Mr. Haverstick. Thank you very much, Mr. Chairman and members 
of the committee. 
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We appreciate the opportunity to testify and we want to again 
extend to you an invitation to come over to our National Housing 
Center on L Street and see our fine new home. 

Mr. Brown. Thank you. 

I have a statement, submitted to the committee by the United States 
Savings and Loan League. Without objection, it will be included 
in the record. 


STATEMENT oF Unrrep States Savines & LoAN LEAGUE’ 


The United States Savings & Loan League is submittting a statement for the 
information of the committee instead of having a witness at the hearings because 
it recognizes the committee’s time problem and because the bill, H. R. 10157, in 
most part does not directly affect the operations of savings and loan associations. 
It is nonetheless true that the savings and loan associations and cooperative 
banks which now make approximately 37 percent of all home loans have a sub- 
stantial general interest in all proposals which would affect the housing market 
and the flow of home mortgage funds and the terms on which loans are made. 
Ours is essentially a conventional loan activity : some 77 percent of the mortgages 
held by savings and loan associations are carried entirely at the association’s 
own risk with no insurance or guaranty by a Federal agency. Approximately 
19 percent of our loans are guaranteed by the Veterans’ Administration and some 
4 percent are insured by the Federal Housing Administration. Despite the 
unique emphasis on conventional lending, we are in a situation where any changes 
in the statutes governing the guaranty or insurance of loans by Government 
agencies affect the overall mortgage lending situation and thus affect our opera- 
tions. Therefore, we wish to present to the committee the careful views of 
leaders of our business about the various housing programs whose extension, 
expansion, or substantial modification have been proposed in bills before the 
committee. 

This statement consists of two parts, the first of which is comments of a general 
nature on the overall housing measures and secondly, specific comments and 
suggested amendments that deal with savings and loan association operation. 


PART I 


Parity for property improvement loans 

Should section 101, subsection (b) (1) of H. R. 10157 be enacted lifting the 
maximum amount of an FHA-insured property improvement loan on a single- 
family structure, or the maximum loan for a new structure under this section, 
to $3,500, the savings and loan associations respectfully submit that a like change 
should be made in the permissible size of uninsured property improvement loans 
which a Federal savings and loan association makes. We are submitting as an 
addendum to this statement such an amendment to section 5 of the Home Owners’ 
Loan Act of 1933, which is the statute governing Federal associations. We 
request the earnest consideration of the committee for such an amendment, 
inasmuch as uninsured property improvement loans constitute no contingent 
liability for the Federal Government and serve equally as well as insured prop- 
erty improvement loans to implement the program for substantial rehabilitation 
of homes of our people which is receiving special emphasis this year. 


Mortgage financing 


The league’s position on FHA is contained in the attached legislative program 
for 1956. While the FHA provisions of H. R. 10157 and also of H. R. 9537 (the 





1The United States Savings & Loan League, founded in 1892, has in its membership 4,200 
savings and loan associations, building and loan associations, and cooperative banks, repre- 
senting approximately 90 percent of the Nation’s savings and loan assets. The positions 
taken in this statement are derived from policies adopted by the league's board of directors, 
executive committee, and legislative committee at a joint conference January 23-24. The 
league’s principal officers are Walter H. Dreier (Evansville, Ind.), president; Roy Marr 
(Memphis, Tenn.), vice president; Henry A. Bubb (Topeka, Kans.), legislative committee 
chairman; Norman Strunk (Chicago, I1l.), executive vice president; and Stephen Slipher 
(Washington, D. C.), manager of the league’s Washington office. 
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Housing Amendments of 1956) are not consistent in many ways with the league’s 
position, the league recognizes that the committee has heard a great deal of 
testimony on the subject and has tried to resolve the many viewpoints into a 
single position. 

Federal National Mortgage Association 

A full statement of the league’s views on the future and function of the Federal 
National Mortgage Association was submitted to the committee’s Subcommittee 
on Housing on February 20, 1956, and is attached as exhibit B. We are opposed 
to all proposals to reduce the capital stock purchase requirements and to change 
the pricing pattern of the purchase of mortgages under the secondary market 
operation of the Federal National Mortgage Association. Such proposals gen- 
erally would retard the retirement of Government capital and would change the 
secondary market phase into a primary market facility—an objective never yet 
endorsed by any congressional committee or subcommittee. 

H. R. 10157 deals further with the pricing pattern for the purchase of mortgages 
under the special assistance program of FNMA and would double the amount of 
publie funds available for the purchase of special assistance mortgages. The 
special assistance program is, of course, tantamount to direct lending by the 
Government; and the league’s position on direct lending is set forth briefly in 
point E of our general position on housing legislation, which is a part of our legis- 
lative program. (See exhibit A.) Since we are unalterable opposed to direct 
lending, we should prefer not to have the Federal National Mortgage Associa- 
tion special purpose program made twice as large. 


Public housing and urban renewal 

The league’s longstanding opposition to public housing is well known to the 
committee. The league has always felt that public ownership, operation, and 
management of housing is unwise and undesirable. The record level of private 
home construction over the past decade and the real awakening of urban renewal 
undertakings provide the country with an excellent opportunity to terminate the 
public housing program, Certainly this is no time to increase the construction of 
public housing, and the league vigorously opposes the public housing provisions 
of this bill. 

The United States league enthusiastically supports the national program of 
urban renewal and endorses the workable program concept which is included in 
the administration bill. The league’s complete position on this subject is set 
forth in its legislative program for 1956 as follows: 

“Our Nation is now making tremendous strides toward the goal of decent 
housing for all Americans. ‘Two forces in particular have been at work in the 
post-Korean war period. First, we are building new homes substantially in 
excess of the number of new families formed. This permits demolition of sub- 
standard housing and a constant upgrading of housing as families move to better 
homes. Secondly, there is for the first time in history a real and concerted pro- 
gram of urban renewal and rehabilitation. Government, business, and citizens’ 
groups have at last made a real beginning on the problem of improving our exist- 
ing housing, eliminating our slums, and preventing the deterioration of the 
nearly 50 million housing units which constitute our national inventory. Such 
outstanding programs as ACTION, Build America Better (National Association 
of Real Estate Boards), and New Face for America (National Association of 
Home Builders) have dramatically demonstrated that block-by-block rehabilita- 
tion, enforcement of building codes, and adequate community planning, backed 
by government, business, and citizens alike, can work wonders in rebuilding our 
American cities. 

“The United States Savings & Loan League urges a contiinuation and accel- 
eration of urban renewal and community rehabilitation and pledges its continued 
cooperation with the Government, business, and citizens groups which are spear- 
heading this drive. The league favors the reenactment of the workable program 
concept which requires each community to undertake a broad attack on its hous- 
ing problems before receiving Federal aid. The league will continue to work for 
regulations, legislation, and management policies which will encourage savings 
and loan associations to take the leadership in financing low-cost housing and 
extending credit for the repair and rehabilitation of houses in connection with 
urban renewal undertakings. The progress in housing through private enter- 
prise is so undeniable and the dangers of public ownership so great, that no 
further public ownership and operation of housing should be authorized by the 
Congress.” 
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Military housing 

There are a variety of pending proposals with regard tu military housing. This 
is a specialized field in which savings and loan associations have had limited 
direct experience (it is an FHA program and only 3 percent of savings and loan 
association lending was FHA-insured in 1954). The league recognizes, of course, 
the desirability of adequate comfortable housing for military personnel and the 
need for this housing to be adjacent to military installations where such units 
would be utilized in the event of enemy attack. 

Unfortunately there are some indications that the military is ignoring the 
availability of existing housing and/er is programing housing which will unnec- 
essarily have a depressing effect om real estate in adjacent communities. _As 
a specific example, we have a letter from a member savings and loan association 
in Fayettsville, N. C., which says in part: 

“Here on a local level we are faced with an approval of 2,000 units to be let 
within 90 days. These units will be built at Fort Bragg, a post 9 miles northwest 
of here. 

“We feel that if the Army is allowed to build all the units they want built on 
the post, we will be faced with an overbuilt town that will endanger our invest- 
ments. The commanding general of Fort Bragg claims that even after these 
2,000 there will be a deficit of about 5,000 units. The Army seems to have no idea 
or care at all about what this would do to our investments. 

“As a member of the United States League we ask that you look into this 
matter and consider testifying against the section of the Capehart-Sparkman 
bill (S. 3302) which contains this military housing program. The National 
Association of Home Builders has gone on record as requesting that some sort of 
controls be put on this program and we insist that these controls (of a congres- 
sional committee nature) are needed.” 


PART II 


The following suggested amendments have been approved by the United 
States Savings and Loan League at various times during the past few years. 


Amendment No. 1 


The National Housing Act, as amended, is hereby amended by the addition of 
section 408 which shall read as follows: 

“Sec. 408. Shares and accounts issued by institutions insured by the Federal 
Savings and Loan Insurance Corporation, to the extent they are insured by said 
Corporation, shall be lawful investments, and may be accepted as security, for all 
public funds of the United States, fiduciary and trust funds, under the authority 
or control of the t nited States or any officer or officers thereof, and for the funds 
of all corporations organized under the laws of the United States, regardless of 
any limitation of law upon the investment of any such funds or upon the 
acceptance of security for the investment or deposit of any of such funds.” 

This amendment would make the shares and accounts issued by institutions 
insured by the Federal Savings and Loan Insurance Corporation, up to the extent 
that they are insured by said Corporation, lawful investments for all public funds 
of the United States, fiduciary and trust funds under the authority or control of 
the United States or any officer or officers thereof, and for funds of all corpora- 
tions organized under laws of the United States. 

There are certain of these trust funds which are left on deposit for compara- 
tively long periods and it would be advantageous both to the Government and to 
insured associations if such funds were permitted to be invested in insured 
shares. Among such funds would be postal savings funds and funds in the hands 
of receivers and trustees appointed by the United States district courts. It 
is recognized, of course, that some of these funds may be customarily left for 
deposit with banks for only short periods of time and that investment of these 
funds in insured savings and loan associations would be impracticable, but the 
opportunity for investment should be available wherever advantageous. 


Amendment No. 2 


Subsection (c) of section 5 of the Home Owners’ Loan Act of 1933, as amended, 
is amended by the addition of the following provision at the end thereof: “Such 
associations may also invest in such other securities as are contained upon a 
list of eligible securities prescribed by the Board.” This would amend section 5 
of the Home Owners’ Loan Act to authorize Federal savings and loan associa- 
tions to invest in securities approved by the Home Loan Bank Board. 
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Under the present law, outside of the authority to invest in real estate and 
improvement loans, Federal savings and loan associations are authorized to 
invest only in obligations of, or guaranteed by, the United States, stock or bonds 
of a Federal home loan bank, obligations of the Federal National Mortgage 
Association and in the nonrefundable contributions to such, as is provided in 
section 303 (b) of the National Housing Act, as amended by the Housing Act 
of 1954. The investment in such nonrefundable contributions is, as you know, 
an incident to the sale of mortgages to such Association. At periods when suf- 
ficient mortgages are not available and Federal associations have excess funds, 
it would be advantageous for them to invest in securities «ther than United 
States Government: obligations. It is intended that the amendment would per- 
mit investments only in securities which are approved by the Home Loan Bank 
Board. Under the laws of a great majority of the States, State-chartered sav- 
ings and loan associations are authorized to invest in other types of securities 
such as State bonds, municipal or county bonds, and other securities. 


Amendment No. 3 


Section 401 (b) of the National Housing Act as amended be and the same is 
hereby amended by the addition of the following: “Without regard to any other 
provision of law, a withdrawable account in an insured institution in the name 
of a husband, one in the name of a wife, and one in the names of husband and 
wife, shall each be insured up to $10,000, and without regard to ownership of 
the funds in such accounts.” 

Amendment No. 4 

Section 13 of the Federal Reserve Act, as amended, is hereby amended by 
deleting the words “bonds issued under the provisions of subsection (c) of sec- 
tion 4 of the Home Owners’ Loan Act of 1933, as amended ;” and inserting in 
lieu thereof the words “obligations of the Federal home loan banks issued 
under the provisions of the Federal Home Loan Bank Act, as amended ;”. 

This would amend section 13 of the Federal Reserve Act so as to make Federal 
home loan bank obligations eligible security for 15-day advances by Federal 
Reserve banks to their members. 

Under the present law, obligations of Federal intermediate credit banks and 
other obligations are eligible as collateral for the 15-day advances referred to. 
Funds for advances by Federal home loan banks to their members are obtained 
to a large extent through the sale of Federal home loan bank obligations, a 
large percentage of which are from time to time purchased and held by com- 
mercial banks which are members of the Federal Reserve System. If these 
obligations were made eligible for the 15-day advances by the Federal Reserve 
banks, they would be more attractive to such commercial banks. That would 
have the effect of creating a greater market for these obligations, keeping a 
market at all times, and strengthening the system provided by Congress for 
obtaining funds for advances to institutions which are members of the Federal 
home loan banks. 

Amendment No. 5 

Amend section 5 (c) by striking out “15 percent” in the first sentence and 
inserting in lieu thereof “20 percent”. 

This amendment was included in the bill passed by the Senate and we respect- 
fully request the House to include it. The amendment would increase by 5 per- 
cent the percentage of assets that savings and loan associations could invest in 
mortgages beyond the 50-mile limit. This would assist prospective home buyers 
in the smaller communities and areas that are sparsely settled such as the Mid- 
western States, ete. 


ExuIsit A 


Excerpts FRoM LEGISLATIVE PROGRAM FOR 1956, 


UNITED States Savincs & 
LOAN LEAGUE 


( Adopted by second annual legislative conference, Washington, D. C., 
January 23-24, 1956) 
AMENDMENTS TO SAVINGS AND LOAN LAW 


Amendments to the Home Owners’ Loan Act to permit the broadening of 
investment powers along the lines recommended by the Federal committee 
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should be sought as additions or amendments to appropriate bills such as the 
administration housing bill. Such amendment should include broadening the 
15-percent limitation on special loans and investments to 25 percent. The law 
governing insurance of accounts should be clarified with respect to the insurance 
coverage of husbands and wives and their joint accounts, as recommended by 
the attorney’s committee. 

HOUSING LEGISLATION 


A. Improving our housing standards 


Our Nation is now making tremendous strides toward the goal of decent hous- 
ing for all Americans. Two forces in particular have been at work in the post- 
Korean war period. First, we are building new homes substantially in excess 
of the number of new families formed. This permits demolition of substandard 
housing and a constant upgrading of housing as families move to better homes. 
Secondly, there is, for the first time in history, a real and concerted program of 
urban renewal and rehabilitation. Government, business, and citizens groups 
have at last made a real beginning on the problem of improving our existing 
housing, eliminating our slums, and preventing the deterioration of the nearly 
50 million housing units which constitute our national inventory. Such out- 
standing programs as ACTION, Build America Better (National Association of 
Real Estate Boards), and New Face for America (National Association of Home 
Builders) have dramatically demonstrated that block-by-block rehabilitation, 
enforcement of building codes, and adequate community planning, backed by 
government, business, and citizens alike, can work wonders in rebuilding our 
American cities. 

The United States Savings & Loan League urges a continuation and accelera- 
tion of urban renewal and community rehabilitation and pledges its continued 
cooperation with the government, business, and citizens groups which are spear- 
heading this drive. The league favors the reenactment of the workable pro- 
gram concept which requires each community to undertake a broad attack on 
its housing problems before receiving Federal aid. The league will continue to 
work for regulations, legislation, and management policies which will encourage 
savings and loan associations to take the leadership in financing low-cost housing 
and extending credit for the repair and rehabilitation of houses in connection 
with urban renewal undertakings. The progress in housing through private 
enterprise is so undeniable and the dangers of public ownership so great, that 
no further public ownership and operation of housing should be authorized by 
the Congress. 

B. Federal Housing Administration 

The league believes that an FHA program based on sound mortgage insurance 
principles and adhering to the original purpose of stimulating credit where neces- 
sary to encourage home ownership, can play an important role in improving the 
Nation’s housing. Loans on existing homes should be limited to 80 percent and 
20 years and loans on new homes should be limited to 90 percent and 25 years, 
until such time as the reserves are adequate to meet potential losses without 
reliance on Federal guaranty. Loan percentages and maturities for FHA loans 
should be the first to be restricted during periods of tight money. The restriction 
should be sufficiently severe to bring about a major cutback in the FHA program 
whenever private institutions, such as savings and loan associations, are being 
restricted by Federal credit policies. Any increase in the maximum amount for 
title I loans should be accompanied by a similar increase for uninsured preperty 
improvement loans. 


C. Federal National Mortgage Association 

The rechartering of FNMA with private stock facilities requiring participation 
of the users is a step in the right direction. However, much of the program, 
particularly the special support features, is virtually direct lending which has 
always been opposed by the United States league. The present 3 percent capital 
stock requirement of FNMA should be retained ; any reduction would weaken and 
slow down the program for the retirement of Government capital. 


D. Voluntary home mortgage credit program 

The voluntary home mortgage credit program should be continued. Legisla- 
tive and administrative efforts should be made to restrict the program to areas of 
bona fide shortage of credit. Greater effort should be made to exchange funds 
between areas rather than within the given district. 
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E. Direct lending 
Direct lending by the Government is socialization of housing credit and the 
league is unalterably opposed to it. 


GI LOANS 
The United States league enthusiastically supports the GI loan program and 


favors a reasonable extension of section 500 of the Servicemen’s Readjustment Act 
of 1944, as amended. 





STATEMENT OF UNITED States Savines & LOAN LEAGUE RE FEDERAL NATIONAL 
MorRTGAGE ASSOCIATION 


The official position of the United States Savings & Loan League, comprised of 
some 4,200 member savings and loan associations, with regard to the Federal 
National Mortgage Association is contained in its legislative program for 1956. 
The position reads as follows: 

“The rechartering of FNMA with private stock facilities requiring participation 
of the users is a step in the right direction. However, much of the program, 
particularly the special support features, is virtually direct lending which has 
always been opposed by the United States League. The present 3 percent capital 
stock requirement of FNMA should be retained ; any reduction would weaken and 
slow down the program for the retirement of Government capital.” 

The United States League and virtually all other lending groups devoted a 
great deal of study and consideration to the secondary market question in 1953. 
At that time President Eisenhower had appointed an Advisory Committee on 
Housing to make an exhaustive study of all housing problems, including the 
question of the Federal National Mortgage Association. The league, in general, 
subscribed to the series of principles and objectives which are stated in the 
President’s Advisory Committee on Housing report on page 349. These objectives 
read: 

“1. Such a secondary mortgage market facility should be privately financed and 
should operate without expense to the Federal Government. 

“2. Its operations should be sufficiently sound from an economic point of view 
as to permit the sale of its obligations in the private market under favorable 
terms. Such debentures would not be guaranteed by the Federal Government. 

“3. It should take the form of a quasi-public corporation, operated under the 
direction and supervision «f a board of directors, appointed by the President, 
and so constituted as to be in a position to prevent its being subject to pressures 
not consistent with its ol jectives. 

“4. With due recognition of the fact that a substantial volume of funds for 
mortgage lending can be found only in long-term savings, it should be the 
primary objective of the corporation to facilitate the flow of mortgage funds to 
areas where needed. 

‘5. To that end, and in order to prevent efforts to use its facilities to create 
a primary market instead of a secondary market, the corporation should pur- 
chase mortgages only on the basis of imposing an automatic deterrent on those 
using its facilities. 

“6. Mortgages should be purchased by the corporation with the objective of 
selling them to mortgage investors in other areas, and only those mortgages 
should be purchased which are believed by the management of the corporation 
to have marketability under normal conditions. 

“7. A reasonable financial participation should be required of the financial 
institutions that would use its facilities (which is described elsewhere in the 
report as 4 percent).” 

In spite of the fact that Fanny Mae today is doing much more business 
than it did the first year, there are those who would like to see the facility 
converted into a more active program, to the point where FNMA would be a 
primary market rather than a secondary source of funds. The President's 
economic message includes a proposal that the stockholding requirement be 
reduced from not less than 3 percent to not less than 1 percent. The United 
States league opposes a reduction in the stock purchase requirement, because 
any such reduction would weaken the program and slow down the retirement 
of Government capital. Under the present 3 percent requirement it is generally 
estimated that it will take 7 years or more to retire the Government investment. 
If the 3 percent is reduced to 1 percent, it would take very much longer to retire 
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the Government investment, even if Fanny Mae’s volume increases. For exam- 
ple, Fanny Mae's net income before dividends to private stockholders was $175,- 
000 between November 1, 1954, and December 1, 1955. During this same period, 
stock purchases have been somewhat over $3 million. Obviously the retirement 
of Government capital must then come principally from the sale of stock. 

Just as historically the Federal Reserve discount rate is kept above the 
short-term Government security market, the secondary market mortgage pro- 
gram must be kept below the going market rate; otherwise the secondary market 
ceases to be secondary and becomes a primary market. So long as the Govern- 
ment has a substantial investment in FNMA, any direct primary market opera- 
tions constitute virtually direct lending by tthe Government and certainly 
direct lending has no place in our free enterprise system during peacetime. 

Another important principle, which the United States league and the Presi- 
dent’s Housing Advisory Committee have stated, is that the groups which use 
the FNMA facilities should pay some reasonable amount for such use. In the 
present FNMA operation, users obtain stock equal to 3 perecent of loans sold 
and as a practical matter, this stock may be promptly resold at prices of from 
55 to 70 cents on the dollar. Thus the actual cost to the user is substantially 
under 114 percent so far as stock purchases are concerned. Compared to the 
various other discounts and charges which appear to exist in the mortgage 
market, this cost is not substantial. 

In summary, then the United States league recommends that the present 
8 percent stock purchase requirement be continued and that the special assist- 
ance feature of Fanny Mae be very closely restricted to such special fields 
as disaster loans and military housing. 


ExHrisir C 


The legislative language mecessary to permit Federal savings and loan 
associations to make uninsured property improvement loans up to $3,500 is as 
follows: “The Home Owners’ Loan Act of 1933, as amended, is hereby amended 
by striking ‘$2,500.’ in the second paragraph of subsection (c) of section 5 and 
inserting in lieu thereof ‘$3,500’.” 

Mr. Brown. The committee will now recess, to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 12: 12 p. m., the committee adjourned, to reconvene 
at 10a.m., Thursday, May 17, 1956.) 
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House or REPRESENTATIVES, 
ComMITTEE oN BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence, Brown, Multer, O’Hara, Mrs. Griffiths 
Messrs. Vanik, Wolcott, Talle, Kilburn, W idnall, Betts, Mumma, — 
Hiestand. 

The CHarrman. The committee will be in order, and we will resume 
hearings on H. R. 10157. 

The Clerk may call the first witness. 

The Crierx. Mr. Chairman, the first witness is Mr. Edward D. 
Hollander, national director, Americans for Democratic Action. 

The CuHatrMAn. You may proceed as you desire, Mr. Hollander. 

Mr. Hotianper. Thank you, Mr. Chairman. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Hotianper. Mr. Chairman, my name is Edward D. Hollander. 
I am national director of Americans for Democratic Action. Thank 
you for this opportunity to present ADA’s views on the housing bills 
before the committee. 

Ever since it was formed, soon after the war, ADA has believed in 
the necessity and the possibility of a program to wipe out slums and 
provide good, or at least decent, housing for all Americans. We have 
believed it is unnecessary and shameful to tolerate the miserable hous- 
ing conditions that blight our cities and our countryside, in this richest 
and most prosperous of countries. 

As Senator Lehman testified a few weeks ago: 

No one denies that we could eliminate every substandard home in America 
if we really wished to do so. I believe that we should attack this problem on 
a crash basis. * * * The 84th Congress should proceed to do what each of us 
really knows should be done and can be done. 

Since the war the Congress has erected an elaborate structure of 
legislation to encourage home building and facilitate home financing. 
More dwellings have been built than ever before, under more liberal 
financing and with less risk to builders and buyers. In fact, free 
enterprise in the home-building industry has come to mean enterprise 
free of risk, where the Gov ernment provides the incentives and under- 
writes the losses. And still, as Mr. Shishkin of the AFL-CIO pointed 
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out to you a few days ago, we have not built as many homes, relative 
to our population, after the Second World War as we did after the 
first. And though we have cleared thousands of blocks of slums, we 
have not made a dent in the backlog of substandard housing, because 
the blight is spreading faster than we are cleaning it up. 

The need cannot be disputed. The slums speak for themselves. 
Whether one accepts the estimates of the AFL-CIO or of the spokes- 
men for the real-estate industry, the number of dwellings required to 
eliminate substandard housing and to provide for our growing popu- 
lation exceeds the number built even at the height of the postwar 
building boom. Free enterprise and the market, which are so efficient 
at providing us with an abundance of other goods and services, have, 
for a variety of reasons, failed to meet our total housing needs. 

A great part of our housing legislation has been designed to prod, 
coax, or bribe builders, lenders, and buyers, in an effort to narrow the 
gap between the supply price and the demand price, between the 
builder’s price and the buyer’s price. And to a limited extent, it has 
succeeded in maintaining the market for higher-priced homes. But it 
has failed to bring conventional building, with conventional financing, 
within the means of the middle and, particularly, of the low income 
families, who live in substandard housing because they cannot afford 
better. And the market has failed conspicuously to meet the needs 
of Negroes and other segregated minorities, whose inability to obtain 
land and decent housing is complicated by the fact that so many of 
them have low incomes as well. 

We are now approaching the limit of liberal financing on conven- 
tional terms. Builders are able to build with almost no investment; 
buyers are able to buy with almost no down payment. And still, as 
we have learned from our experience with sections 220 and 221, there 
are great stretches of need for housing where the market will not 
reach. It seems clear to us in ADA that to fill these needs we must 
look to means outside the market—which means to direct participa- 
tion of Federal and local governments to use their resources and 
their credit to provide what is urgently needed and cannot be pro- 
vided in any other way. 

For this reason we are discouraged to find in the President’s pro- 
gram, and in the bills to implement it, little that seems designed to 
fill the gaps the market has left. President Eisenhower’s state of 
the Union message speaks of “major progress in removing urban 
blight” in a tone of complacency that belies the urgency and the mag- 
nitude of the problem and ignores the fact that we aren’t “running 
fast enough to stay where we are,” as it says in Alice in Wonderland. 
There is nothing in the administration bill, or in the testimony of the 
administration officials, that is related to the great and pressing needs 
for housing, now and in the decade to come. It is as though the 
administration had made its study, had tried every device it could 
think of to entice builders and anesthetize buyers, and now had noth- 
ing more to do. 

This is particularly apparent in the proposals for public housing. 
The proposal for 35,000 public-housing units for low-income families 
is repeated from year to year just as though the “private-enterprise 
alternative to public housing” in sections 220 and 221 had been effec- 
tive instead of being complete and dismal failures. The great debate 
over whether public housing is or isn’t intended to rehouse families 
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displaced by slum clearance or urban renewal is quite academic when 
there are only 35,000 units a year for the entire country. 

In spite of all the brave words about “the right of every American 
family to a decent home,” the Eisenhower philosophy seems to be 
that what’s good for the builders and bankers is good for housing. 
Only it hasn’t worked out that way. It has resulted in cynical and 
studied neglect of what is certainly one of our most pressing problems. 

Fortunately this committee has shown more concern for the prob- 
lem and more determination to do something about it. We join with 
others who have testified before you, Mr. Chairman, in congratulating 
you and the committee on the hearings you have held around the 
country to get at some of the facts of the housing problem and the 
housing program which the administration cannot see or prefers to 
ignore. We are particularly encouraged by the new and more vig- 
orous approaches to the problem which have grown out of your 
inquiries. 

We have followed the testimony that has been given before your 
committee during the past week and I will not attempt to comment 
in detail on the various bills pending before you. For the record 
I would like to say that we associate ourselves with the views already 
expressed by Mr. Ira Robbins, of the National Housing Conference, 
on May 11, by Mr. Wallace Campbell of the Cooperative League 
of U.S. A., on May 10, and by Mr. Boris Shishkin, of the AFL-CIO, 
on May 14. There are, however, several points which I should like 
to make briefly. 

We believe that H. R. 10157, as far as it goes, has constructive 
features which deserve the support of the committee and of the Con- 
gress. I refer particularly to section 104 which, as Mr. Campbell 
pointed out in detail, would facilitate the development of cooperative 
housing for middle-income families. We believe that cooperatives, 
though they can never fill more than a small “bate of the need, are 
a healthy approach and should be encouraged where they are feasible 
and appropriate. 

We also endorse the provisions of title II of the bill and hope 
that they will clarify the intent of Congress as to the purposes and 
functions of FNMA as a device for supporting the secondary-mort- 
gage market. We are particularly glad to see the specific emphasis 
on special assistance operations and we hope this will be construed, 
in the context of these hearings, to require FNMA to give assistance 
and support to the mortgage market for housing minorities, which 
it has up to now conspicuously failed to do. 

The problems of minority housing are inseparable from the prob- 
lems of slum clearance and urban renewal. There is a tendency to 
push them aside as civil-rights issues, to be left to the courts; and to 
some extent, insofar as they relate to conditions of Federal programs 
and expending Federal funds, they do present administrative and 
legal issues. But basically we cannot divorce the conditions of urban 
blight from the conditions under which our minorities live, and we 
cannot renew our cities until we have made it possible for members 
of these minorities to have access to the market, where they have the 
means, and where they do not, to share in the renewal and relocation 
programs. This is even more a moral than a legal problem. Our 
society cannot tolerate ghettoes and still claim that its benefits are 
democratically distributed. The obligation to provide a decent home 
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for every American family does not permit of such distinctions and 
discriminations. The neglect of this problem by the Eisenhower 
administration—indeed, its retreat from earlier progress—has been 
scandalous. We urge that the extension of Federal housing aid 
should be conditioned on a guaranty that the accommodations be 
available to all persons, regardless of race. 

We particularly want to emphasize our support for the attention 
to the problems of housing elderly persons as contained in title III. 
We have long believed that the problems of our aging population 
could not be dealt with simply by the financial support of old-age 
assistance and old-age pensions. As Senator Paul tee The wrote in 
a book on current political issues recently published by ADA: 

As the problem of destitution has been brought to manageable proportions 
where it can be solved by financial means, we have had the chance to recognize 
other problems of oid age: the characteristic medical problems, the psychological 
and social problems, the housing problems * * * how old people can be housed in 
privacy but not in loneliness. 

We are glad to find in title IIT and in section 502 a beginning of a 
program to cope with these characteristic problems. 

We must confess, Mr. Chairman, that in two respects we find H. R. 
10157 disappointing and, in our opinion, definitely inferior to the bills 
introduced by Representative Thompson, Representative Davidson, 
and Senator Lehman. 

First, with respect to public housing, while 50,000 units is better 
than the 35,000 requested by President Eisenhower, both figures ad- 
mittedly have no relation to the need for public housing, either to 
relocate families displaced by slum clearance or urban renewal or to 
provide decent housing for families whose incomes do not permit 
them to buy it on the market. Knowing what we do about the extent 
of poverty and the extent of dilapidated housing, it is hard to believe 
that even the 200,000 units provided in the Thompson-Davidson bills 
and the Lehman bill would actually meet the need; but 200,000 might 
be as much as we could hope to manage operationally, at least for the 
present, and it would meet six times as much of the need as the Eisen- 
hower proposal. 

The question of the number of public housing units and their use 
in the total housing program has become the focus and the symbol of 
the controversy over our total housing program. This is not only 
because public housing seems to tread on the toes of the building and 
financing interests who dominate the housing industry. It is not only 
because it has become a political issue between liberals and conserva- 
tives. It is also because the public housing program symbolizes the 
determination of this country, through its government, to break 
through the strictures of the market where necessary to insure decent 
housing to people who cannot afford to buy it in the market. To the 
extent that we have a public housing program for low-income families, 
we are giving reality not merely lip service to the objective of the Hous- 
ing Act of 1949, to provide “a decent home for every American family.” 
To the extent that we have a public housing program, we are giving 
reality to slum clearance and renewal programs by making it possible 
to house displaced families. ADA urges you to incorporate in your 
bill the public housing provisions proposed by Representatives 
Thompson and Davidson and Senator Lehman. Nothing would give 
better evidence that the housing policies of this Government were 
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genuine and not mere paper policies. In this connection, while we 
do not oppose the provisions of sections 106 and 107 to liberalize sec- 
tions 220 and 221 of the Housing Act of 1954, we cannot see in them 
much promise of increased low-cost housing. Raising the ceilings 
on loans for relocation housing, while it takes cognizance of the level 
of building costs, will, by the same token, raise the costs to those for 
whose benefit this section was enacted. We should think it was plain 
by now that whatever may be accomplished by such inducements, 
land and building costs being what they are, there is no effective way 
by which the market can be manipulated to bring good housing within 
the reach of really low-income families. 

In one other respect we find H. R. 10157 deficient, in failing to pro- 
vide for middle-income housing, as provided in the Thompson-David- 
son and Lehman bills. We think it has been amply demonstrated 
by now that financing costs, if not building costs, must be reduced in 
order to bring these middle-income families into the mass market for 
housing. The experience in the State of Connecticut has demon- 
strated the feasibility of lowering the cost of financing by giving home- 
buyers, in effect, direct access to Government credit and the direct 
benefit of the low interest rates that the Government pays. It has been 
estimated, as you know, that the difference between conventional! financ- 
ing and the direct Government financing is of the order of $20 a 
month on a $10,000 mortgage. This in fact is the difference between 
making it possible for middle income families to buy housing at pre- 
vailing market prices, and making it impossible. It seems to us that 
it is time to break through the cycle of high costs of financing to 
activate this market. 

In conclusion, Mr. Chairman, I would like to return to a point I 
made at the beginning; namely, that the impediments to a larger hons- 
ing program arise very largely from over-reliance on the market. We 
believe that the market is the most efficient possible means for provid- 
ing incentives to mass production and mass distribution in our great 
enterprise economy. We share with the Congress and the Govern- 
ment a great reluctance to interfere in the workings of the market 
or to try to supersede it by Government intervention. But if we look 
at the elaborate structure we have built in our housing legislation 
and the ways in which we have sought to influence the market, I think 
we should have to conclude that, as far as home building is concerned, 
our enterprise economy has been made over almost beyond recogni- 
tion. It is fatuous to say any longer that our housing is being pro- 
vided by free enterprise in a free market. The Government has pro- 
vided a large part of the capital, has assumed most of the risk and 
yet we pretend that we must leave the housing of our population to 

free enterprise” which in fact is no longer free. 

I say this not in criticism of what has been done to make the market 
work better than it did in the absence of these Government interven- 
tions. I say it only to emphasize that, where even this market will 
not meet the needs, we must not be captive to our preference for free 
enterprise. We must recognize that in providing a commodity as 
essential to our society as good housing, we must use the resources of 
the Government as as far as needs to be supplement the workings of 
the enterprise economy. It seems to us in ADA that by now we have 
tried just about every conceivable device short of direct use of Govern- 
ment credit and direct Government housing to bring good housing 
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within the reach of middle- and low-income families. It seems to us 
that we must now set aside our predilection for leaving things to 
private enterprise in the market and tackle this job with the same 
characteristic American vigor and enterprise that produced such 
miracles of production during the war. A nation that in a couple 
of years could build up to a production of 100,000 airplanes a year 
can produce the 2 million homes we need. 

The Cuairman. We are glad to have your views, Mr. Hollander. 

Are there any questions / 

Mr. O'Hara. Mr. Chairman. 

The Cuatrrman. You are recognized, Mr. O’Hara. 

Mr. O'Hara. First, I would like to commend Mr. Hollander for a 
very fine statement and for the forceful and convincing manner of its 
delivery. 

Mr. Hollander, has the term that we have been using for a number 
of years, “a decent roof over every American family,” fallen into 
wreckage ? 

Mr. Hoizianper. I certainly would have to admit that we have fallen 
far short of having achieved that goal in spite of the great efforts that 
have been made since the war and in spite of the great number of 
dwelling units that have been built. 

You have only to look around you in any city, including your own 
city, sir, to see that we have not made very much progress in getting 
rid of the slums and the really bad housing, which are at the heart of 
the problem. 

Mr. O’ILara. There is a great market today, is there not, for homes 
within the financial reach of a great segment of our population that 
now is unable to buy or rent at present figures? 

Mr. Hottanper. Well, when I speak of the market, Congressman, I 
mean the market in the conventional economic sense, in which you have 
a supply of commodities at a price at which buyers will buy and sellers 
will sell. It seems to me that as we analyze the situation in the housing 
market, this market has gaps in it such that the price at which sellers 
can sell is out of the reach of the price at which many of the buyers 
would like to buy, and it seems to me that we cannot any longer rely on 
the normal market mechanisms to close that gap, building costs being 
what they are, and the income distribution being what it is. There 
remains a very considerable segment of the population whose incomes 
simply do not permit them, under normal market conditions, to buy 
the kind of housing that can be provided at the prices now charged 
for it. 

It seems to me axiomatic, sir, that people live in slums only because 
they can’t afford to move out of them. 

Mr. O'Hara. Is it fair to say that it is the ADA’s position that it 
would wish, if private enterprise were able to do it, for private enter- 
prise to do this job and to supply the demand for housing within this 
lower cost scale? 

Mr. Horianper. Indeed: ves, sir. 

Mr. O’Hara. And then, if private industry is unable to do it at 
this time, then and then only you believe in some sort of help from the 
Federal Government ? 

Mr. Hotuanper. Yes, sir; that is precisely our position. 

Mr. O’Hara. You will recall, in the Housing Act of 1949, that one 
of the features that many of us thought was perhaps the best part of 
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the bill, was that providing for research. Do you recall that feature of 
the Housing Act of 1949? 

Mr. Hottanper. Yes, sir. 

Mr. O'Hara. Was is not the hope at that time that through research 
there would be found ways—perhaps new ways of financing, or new 
ways of construction—but that through research we would find a way 
of getting housing for the large section of our population that now 
just can’t afford it ? 

Mr. Hotitanper. Yes, sir. 

Mr. O’Hara. And that research program was wrecked some years 
ago. Do you know of any work that is being done along that line now, 
in research ? 

Mr. Hotianprr. No, sir, but in all honesty, I would have to confess 
that I am not close enough to the research developments in housing to 
say any more than that I don’t know of any. This is not to say that 
there isn’t. 

Mr. O’Hara. Having the warm respect for you that I do, and for 
the thinking of your associates, if you have any suggestion to make 
as to ways in which we can supply low-cost housing—I am not speak- 
ing now of public housing, but housing within the means of people in 
low or medium incomes, I would very much appreciate your submit- 
ting it to the committee. 

Mr. Hotianper. Yes, sir; I will do that. 

Mr. O’Hara. Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Wipnati. Mr. Chairman. 

The Cuarman. Mr. Widnall. 

Mr. Wipnati. You stated in your testimony that you felt a hous- 
ing program for Americans should contain 2 million starts in a year. 

Mr. Ho.uanper. Yes, sir. 

Mr. Wipnaty. How would you break that down as between urban 
and suburban ? 

Mr. Hotxanper. Sir, I don’t think I am prepared to answer that 
question. I don’t know. 

Mr. Wipnati. Are you prepared to answer as to public housing 
as against private housing? 

Mr. Hotzianver. Well, I think this depends, sir, on an analysis of 
the market. I am aware that there has for a long time been a rough 
formula which has been very much in the thinking of many people. 
I believe it originated with Senator Taft, and the formula is that 
the public housing should be one-tenth of the total housing starts for 
a year. 

This would mean, in terms of the 2 million units, 200,000 units. But 
I feel that at any given time it is necessary to establish this by a careful 
analysis of the market, which is done—of the kind that is done by any 
good business to analyze its market and which should be done by the 
housing agencies also, to know what proportions of the total housing 
supply are needed by various segments of the population considering 
where they live and what their incomes are. 

One cannot escape the conclusion, when one looks over many of the 
studies, as I have, that the core of the problem lies in the ability to 
wipe out the slums and relocate the people who live in them, and ob- 
viously the people who live in the slums are for the most part low- 
income people or they would be somewhere else, and it would seem to 
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me that one would proceed from this kind of analysis, building up 
from the rate of family formation, which means new homes to be pro- 
vided for new families every year, the amount of housing to be pro- 
vided for internal migration—people who move from one city to an- 
other and have to find housing in the place to which they move, and 
so on. 

Mr. Wipnatt. Mr. Hollander, the purpose of my question was this: 
T don’t quarrel with the proposal which has been made by several wit- 
nesses before the committee, but no one seems to have any facts to 
back it up, by way of need, in a particular year, by way of distribu- 
tion as to starts, and it seems to be just a goal which 1s set without 
any particularly factual backing. You might just as well come in and 
say 3 million, or 1,500,000 or 2,500,000. I am trying to get at the basis 
for the recommendation, which I feel the committee should have. 

Mr. Hoi.tanper. Well, sir, I know that there are a great many 
studies which have been made on this subject. I have with me here 
a little pamphlet which I am sure you have also seen, that was issued 
several years ago by the National Housing Conference, giving an 
analysis of America’s housing needs from 1955 to 1970. 

Now, none of the general studies that I am familiar with break 
this down in precisely the way you have asked, about urban and 
suburban. This is not to say there may not be some. I don’t know 
the whole literature of housing. But in this pamphlet you will find— 
and I am sure this has been put in evidence before this committee 
before, you will find in table 7, eight different estimates, not varying 
very widely among them, of the housing need for 1955 to 1970, each of 
which, I believe, has been built up, stratum by stratum, as you have 
defined, how much to replace the slums, how much for new families, 
how much renewal and rehabilitation of dwellings that can be re- 
habilitated, and it is always surprising to me, as a statistician by pro- 
fession, to see not how much but how little range there is in these, 
considering the way in which they have to be put together. 

Mr. Wiwnatu. We can refer to that, if that is available, sometime 
in the future. 

Mr. Houtenper. Yes, sir; the title is “American Housing Needs, 
1955-70.” 

The author is Professor Wheaton, of the University of Pennsyl- 
vania, who I believe has been before this committee, and it was re- 
printed from the Housing Yearbook, 1954, of the National Housing 
Conference. 

Mr. Wipnatt. Mr. Hollander, you also speak in your statement 
about the experience in the State of Connecticut. I think many of 
the members of the committee are not familiar with that. What sort 
of program do they have up there? 

Mr. Hotianper. As I remember, this was enacted in the State of 
Connecticut at the end of the 1940’s, I believe under the administration 
of Governor Bowles, and as I remember it was a program under which 
home buyers could borrow money directly from the State, or rather 
from a corporation, from a State corporation, which got its money 
from the State. 

In other words, they had direct access to the credit of the State of 
Connecticut at very low interest rates—if I remember correctly, about 
314 nercent. 


Mr. Wiwnawu. Did this apply to all types of housing? 
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Mr. Hotzanper. I think, if I am not mistaken—and I am not at all 
sure of this—that applied to individual homeowners, and I think to 
multifamily dwellings as well. 

The State of Connecticut issued a report on this program, which 
I don’t have with me, but which can be had. I know there is informa- 
(ion about this in the HHF A, and I have seen this pamphlet which the 
State issued a few years ago and will be glad to try to supply this 
information if it is not otherwise available to you. 

Mr. Wipnatu. Very good. One other question, Mr. Hollander: 

I know this is a very controversial one, but on page 4 you urge the 
extension of Federal housing aid and that it should be conditioned 
on a guaranty that the accommodations be available to all persons 
regardless of race. 

Mr. Hotuanper. Yes, sir. 

Mr. Wipna.t. Is that just limited to race ? 

Mr. Hotzianper. No, sir, I should have said race or creed. 

Mr. Wipnat. But you don’t include color. 

Mr. Honianper. Oh, well, race and color—I am sorry, I mean these 
to be synonymous, race, color or creed, is what I meant. 

Mr. Wipnatx. The purpose of the question is this: I think we all 
recognize the urgency of the need. We have all seen the slums, in 
many areas. We all realize what must be done, and the help that 
should be given, but realizing that urgency, I just wondered if insist- 
ence upon that as a clause is going to fill the need as quickly as if that 
weren’t in the bill. 

Mr. Hotianver. Sir, I am sure you are aware that this is a question 
which is raised not only with respect to housing but with respect to 
many of the other activities and benefits of the Government. It seems 
to us that there is, first of all, an overriding moral issue here, which we 
think the Congress ought not ignore—cannot ignore—that the benefits 
of the Government must be made available on a nondiscriminatory 
basis, and I think by now it is becoming more and more firmly estab- 
lished that segregation is a form of discrimination. 

Moreover, it seems to us that there is a great deal of experience— 
and I can refer you to a great deal of documentation on this point— 
that it tends to become self-defeating, in the sense that if you don’t 
make this available on a nondiscriminatory basis, you tend to recreate 
new ghettos, which tend in themselves to degenerate into new slums. 

When any minority group is denied access to dwelling space gen- 
erally, it tends to become crowded into pockets, and as the population 
of that minority group increases, the pockets become more and more 
crowded, and you have a tendency then to revert to slums. So that I 
think not only on the moral basis but also on a practical basis, it be- 
comes almost necessary to adopt such a policy. 

Mr. Wipna.t. I fully understand what you said, and certainly there 
is a lot of truth in that, but from a practical standpoint, do you believe 
that you are going to get any public housing legislation if you include 
a clause like that ? 

Mr. Hotianner. I have to answer that by saying I don’t know. 

Mr. Berrs. Where are there evidences of discrimination now? Are 
they in public housing? 

Mr. Houuanver. If I am not*mistaken, there are, and I believe that 
it has been testified to in hearings before the Senate that some of the 
barriers against discrimination which previously were included in the 
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regulations governing public housing have been withdrawn in the 
past several years. 

I believe there is evidence of this: Miss Frances Levinson, of the 
Committee Against Discrimination on Housing, testified before the 
Senate committee in some detail on this point, and I have the testi- 
mony with me. Of course, it is available to you, sir. 

Mr. Berrts. The reason I ask, you say there should be some guaranty 
against discrimination. I just wondered where there is any discrim- 
ination. 

Mr. Hortuanper. I was thinking not only of public housing but 
also of all the participation of the Government in the housing pro- 
gram. 

Mr. Betts. Well, is there evidence of discrimination ? 

Mr. Hotzianver. Oh, yes, sir, abundant. I should say that in gen- 
eral it is common knowledge, the difficulties of minority groups, 
even in obtaining mortgages, and obtaining housing. In fact, it was 
for this reason that some of the special assistance programs were set 
up, and I believe, if I am not mistaken—lI can’t remember exactly 
the name of it—but this voluntary committee to provide mortgages to 
people who otherwise had difficulty getting them, which was set up by 
the financing people. 

Mr. Wipnatt. I might add this comment: 

I have voted to help public housing in the past, and I believe that 
if I followed the recommendations that are in here, that you would 
end up with no public housing. As a friend of public housing, if you 
want a public housing program for America, I think due to the realiza- 
tion of the problems, if you want to help these people who need urgent 
help, putting facts on the table, it is very difficult to get a program 
through with that clause in it. 

Mr. Hotxannper. I am sure it is very difficult, and I can’t challenge 
your statement that in your opinion it would be impossible. I can onl 
say that we feel this is a cardinal principle of public policy. As I said, 
it is not only in housing that this issue arises, it is a very difficult issue, 
and I am sure in time we will come to it. The question is by what 
means and when. 

Mr. Wiwnatt. Thank you, Mr. Hollander. 

The Cuarrman. Are there further questions? 

If not, Mr. Hollander, you may stand aside. We are very glad to 
have your views. 

Mr. Hoiianver. Thank you, sir. 

The Cuatrman. The objectives you seek to attain are very desir- 
able, but it might be difficult to get them through the House. 

The clerk will call the next witness. 

The Crerx. Mr. Chairman, the next witness is Mr. J. Raymond 
Berry, representing the National Board of Fire Underwriters. 


STATEMENT OF J. RAYMOND BERRY, GENERAL COUNSEL, 
NATIONAL BOARD OF FIRE UNDERWRITERS 


Mr. Berry. Mr. Chairman and members of the committee, this 
statement is submitted on behalf of the 220 stock insurance company 
members of the National Board of Fire Underwriters, engaged prin- 
cipally in the business of property insurance, most of which have been 
furnishing insurance to the FHA for the past 19 years. 
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It is directed solely to section 102 of the above-captioned bill, which 
would amend title I of the National Housing Act, as amended, by add- 
ing a new section 10, which provides, in part, as follows: 
Notwithstanding any other provision of law, the Commissioner is hereby au- 
thorized to establish a fire and hazard loss fund which shall be available to 


provide such fire and hazard risk coverage as the Commissioner, in his discretion, 
may determine to be appropriate with respect to real property acquired and held 
by him under the provisions of this act. * * * 

This would put Government into the property insurance business 
and displace insurance which is presently furnished by private in- 
surers. As private insurers furnishing property insurance, our com- 
panies object to Government entering into this field of private business 
where, as here, adequate coverage is afforded and provided by private 
insurers 1n a manner and under a procedure which we believe has been 
entirely satisfactory to the Federal Housing Authority. 

The only reasons that we know of that have been given for the Gov- 
ernment moving into this field of private enterprise are the following: 

I. That the loss ratio on this insurance has been low, and therefore— 
FHA might be expected to accomplish a significant saving in insurance expenses 
if we were authorized to establish a self-insurance program in lieu of purchasing 
commercial insurance against fire and hazard losses. (See statement of Norman 


P. Mason, Commissioner, Federal Housing Administration, before House Com- 
mittee on Banking and Currency, May 7, 1956.) 


II. That the proposed course is— 


in accordance with general practice of Government. (See statement of Owen 
A. Kane, General Accounting Office, before Subcommitte on Housing of Senate 
Committee on Banking and Currency, March 21, 1956.) 


I 


The first of these reasons is phrased by the witness as a possibility. 
We might concede that possibility, but it is equally possible that the 
loss ratio will take a turn for the worse, in which event the FHA might 
be expected to sustain a significant loss if it becomes a self-insurer. 

We submit the possibility of saving in insurance expenses is hardly 
a valid reason for Government intruding into the field of private 
enterprise. 

Loss ratios are known to be ever changing. One of the surest maxims 
in the insurance business is that a favorable loss ratio will almost 
certainly be followed by an unfavorable one. Therefore, the expected 
saving is entirely conjectural. 

While the statistics set forth in exhibit A attached show premium 
writings of $1,698,625 and losses paid of $161,000, or a 9-percent loss 
ratio during the 19-year period, they also show that if a single total 
loss had occurred on certificate 11,682 covering one 14-story struc- 
ture, total losses would have been increased to $2,274,000, producing 
a 134-percent loss ratio for the 19-year period. If the occurrence of 
one single total loss could change a loss ratio from 9 percent to 134 
percent based on experience—not for the usual 5-year period, but 
for a 19-year period—certainly the statistics involved are anything 
but creditable for ratemaking purposes. 

It could well be that today or tomorrow or next week one large 
loss might be incurred which would make academic the question of 
whether rates on this business are too high. In such an event any 
contemplated savings to the Government would likewise vanish. 
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Furthermore, it will be noted that the witness merely referred to 
a saving in insurance expenses. If the FHA goes into the property 
insurance business, even if it saved in insurance expenses, it would 
almost certainly increase its management expenses. When the FHA 
acquires property on which it has guaranteed a mortgage, it adver- 
tises for managers to manage that property while ownership is in 
the hands of FHA and the management contract goes to the lowest 
bidder. The bidder is moved to make a lower bid than he would 
otherwise make by reason of the fact that he will receive the com- 
mission on the insurance he will write on the property. If FHA 
becomes self-insured, and no insurance commission is available to 
the manager, then FHA must expect its management costs to increase. 
This makes any net saving in expenses purely conjectural. 

The question of putsiiile savings is further confused by the posi- 
tion of FHA as advanced before the Senate Banking and Currency 
Committee that the Federal Housing Administration had no inten- 
tion of self-insuring on large properties, such as the Orleanian (Cer- 
tificate No. 11,682) which we have used as an example in our state- 
ment. 

If the FHA has no intention of self-insuring larger properties, 
then the reasons given for the establishment of such a fund are no 
longer valid, because any contemplated savings to the Government 
would all but be eliminated. 

During the 12-month period ending November 1955, FHA premi- 
ums written on single properties totaled a little over $12,000, as com- 
pared with the premium writings on large projects of over $388,000. 
Thus, premium writings on single properties represented only 3.1 
percent of the total premium writings. 

Stated another way, 96.9 percent of all premiums written are 
that 12-month period peed FHA housing projects as distinguishe 
from single units. If the maximum savings to the Federal Rene 
ment is something less than $12,000 per annum, it would hardly war- 
rant serious consideration by Congress. 

But, even were it to be conceded that there would be a saving in 
insurance expenses, we respectfully submit that it is not a sufficient 
reason for the Government to be in the field of private insurance. We 
have understood it was the current policy of the Government to with- 
draw from the field of private business wherever possible. The pro- 
posed intrusion of Government into the field where it need not go runs 
contrary to the above policy. Furthermore, it runs contrary to part 
of the announced purpose of the National Housing Act, which was to— 


provide employment, and stimulate industry. * * * 


It should be borne in mind that private insurers are paying taxes 
not only to the Federal Government but also to the States and munici- 
palities. These taxes are in most instances based on a percentage of 
written premiums. If the Government becomes a self-insurer as to 
FHA business, then the written premiums of the insurance companies 
will be reduced and thus the revenues of the States and municipalities 
from insurance company taxes will be correspondingly reduced. 

Admittedly, the amount is small—$8,000 to perhaps $12,000; but, 
it is interesting to note this is a certain and sure loss to the States 
and municipalities of almost the exact sum which FHA could hope 
to save under the above computation. 
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Note also, that this loss to the States would not be replaced by any 
taxes received from the FHA self-insurance fund. The proposed 
fund, under the terms of this bill, is specifically exempt from all 
taxation, levies, or licenses— 


now or hereafter imposed by the United States, by any Territory or possession 
thereof, or by any State, county, municipality, or local taxing authority. 

To sum up on this point, we respectfully submit: 

(1) Government should not intrude in the field occupied by private 
business. 

(2) No assurance of saving is claimed. All that is claimed is that 
saving might be expected. 

(3) Expectation of saving is not sufficient to warrant Government 
intrusion. 

(4) The proposed course will tend to lessen the revenues to the 
States in that the premium taxes paid by the insurance companies 
will be less. 

(5) The proposed amendment is inconsistent with the announced 
policy of the Government to withdraw wherever possible from the field 
of private enterprise. 

6) The proposed amendment is inconsistent with those purposes 
recited in the title of the National Housing Act, that the act was— 


intended to provide employment, and to stimulate industry. * * * 


II 


It has been suggested that the proposed self-insurance is— 


in accordance with general practice of Government (Owen A. Kane, statement 
before the Subcommittee on Housing of the Senate Committee on Banking and 


Currency, March 21, 1956). 

We believe the above statement must be based on the thought that the 
insurance of properties acquired by FHA involves substantially the 
same practice as the insurance of Government-owned buildings, such 
as post offices, courthouses, and so forth. 

We respectfully submit that the two situations are not analogous 
Government is a self-insurer as to the properties which it owns and 
uses for Government purposes. But, properties acquired by FHA 
pursuant to their guaranteeing of mortgages are not in any sense 
Government properties owned or required for Government purposes. 
Quite the contrary, they are private properties acquired almost invol- 
untarily, not used for Government purposes and disposed of as quickly 
as possible to private buyers. In shett. FHA is intended as an aid to 
private business, and particularly home-mortgage financing. 

As an aid in selling these properties, we understand the FTA fur- 
nishes a prospective buyer with detailed information on operating 
costs of the particular property in which he is interested. If, under 
the self-insurance fund proposed by section 102, a nominal charge is 
made for self-insurance by FHA and shows as the insurance cost of the 
property, it could be very misleading as it would represent only a 
small fraction of the cost of adequately insuring the property through 
private insurance companies. This further points up the differ- 
ence between the properties in question and other Government prop- 


erties used for Government purposes for which the Government acts 
as self-insurer. 
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We respectfully submit that a practice of Government with reference 
to its own properties used for governmental purposes has no applica- 
tion to the set of facts with which we are presently concerned. The 
fact that FHA has used private insurance for almost 20 years (see 
statement of Norman P. Mason, referred to above), is a strong indica- 
tion that FHA itself recognizes the distinction. 

We therefore urge that the addition, as provided under section 102 
of the proposed new section 10 to title I of the act be deleted: or, in 


oo alternative, that the following new section 10 be added to title I of 
the act: 


Sec. 10. The Commissioner is hereby authorized to purchase such insurance 
protection as he, in his discretion, may determine to be appropriate with respect 
to real property acquired and held by him under the provisions of this Act. 

This alternative new section 10 would, we believe, specifically author- 
ize the continuance of the arrangement which has been followed for 
close to 20 years between the FHA and the insurance business under 
which the insurance needs of the FHA, with respect to real propert 
acquired by it, have been fully and satisfactorily fulfilled [ aad 
insurance companies. 

We respectfully request that our position and views as herein set 
forth be made a part of the official record of the hearings of your com- 
mittee on H. R. 10157. 

The CuarrmMan. Are there any questions? 

Mrs. Grirrirus. Mr. Chairman. 

The CHatrman. Mrs. Griffiths. 

Mrs. Grirrirus. Do I understand that private insurance would still 
be carried on public housing under your amendment ? 

Mr. Berry. The amendment to which we are objecting would per- 
mit Government to set up its own fund. 

Mrs. Grirrirus. On public housing also ? 

Mr. Berry. I don’t know. No; it does not affect public housing. 

Mrs. Grirrirus. Then I would like to ask you, you private in- 
surers are now insuring public housing, are you not? 

Mr. Berry. I am told that we are. 

Mrs. Grirrirus. Do you have any opinion for or against public 
housing ? 

Mr. Berry. I do not. 

Mrs. Grirrirus. Has your company ever taken a position? 

Mr. Berry. It has not. 

Mrs. Grirrirus. That is all. 

The Cuatrman. Is this really an invasion of private enterprise? 
The Government is not insuring anything, the Government is assum- 
ing the risk. Isn’t that all? 

Mr. Berry. That is what private enterprise does, Mr. Chairman. 

The CuHarrman. Suppose an individual owns three or four hundred 
pieces of property, and he figures out that it is cheaper to assume the 
risk himself than to insure. What would be the difference between 
the individual pursuing that course, and the Government ? 

The Government, as I understand it, doesn’t invade private enter- 
prise by offering to insure anything but its own property; isn’t that 
true? 

Mr. Berry. Property which it has acquired. 

The Cuamman. Property which it owns. 
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E Mr. Berry. And which it is going to dispose of; yes, sir. But this, 
f I think, is the difference, Mr. Chairman: 

First of all, everybody has the right to be a self-insurer, and that 
goes for Government too, as to its properties. We can’t quarrel with 
that. Although if you started to go self-insured, I am sure our agents 

s | would want to see you and try to persuade you that you shouldn’t be 
4 self-insured, and that is what I am trying to do now with Government 
as to this deal. 

But beyond that, when the individual becomes a self-insurer, he is 
doing that with his own money. He makes the decision on his own 
account, as to his own fortunes. But Government has no money of 
its own. Government has money which everybody has contributed to 
it, every taxpayer, including my clients. So that when Government 
goes into business which we have formerly done, it is using our money 
to compete with us. That is the distinction we see as between Gov- 
ernment doing it and the private individual doing it. 

The CuHatrman. On the other hand, you might also say if the 
Government is saving money, it is also saving money for all the 
people. 

Mr. Berry. Yes, sir, but now you come to the question of whether, 
on the guess that it will save money, it should become a self-insurer, 
when all the people putting up that fund are not in this housing 
program or getting the benefits of it. 

The CuatmrMan. Well, there is a question we might pursue. But 
to say that Government is invading private enterprise when the Gov- 
ernment is only assuming the risk on the properties it owns, it doesn’t 
seem to me that you can successfully make that contention. Because 
the Government—I would agree, if the Government attempted to 
carry on that insurance business with the purchasers of the property 
and continued to insure, that would be a very different matter. Does 
the Government do that ? 

Mr. Berry. I don’t believe so. 

The CuatrMan. No. 

Mr. Berry. But here is a field which we are occupying, where we 
are rendering a service, and when we get moved out of that field, I 
can’t escape the feeling that if Government hasn’t gone in, we have 
gone out. 

The CuHatrMaNn. Well, you can’t invade by going out. You invade 
by going in. 

Mr. Kirgurn. Who is it that is very strong for this position ? 

Mr. Berry. Mr. Kilburn, I regret to say I don’t know. I under- 
stand the question was opened up by the General Accounting Office. 

Mr. Kiisurn. I haven’t heard very much enthusiasm for it, and I 
would be for striking it out. I think you are right on it. And I 

don’t know of anybody that I have heard so far that is strong in 

support of it. 

I agree it doesn’t amount to too much in dollars and cents when you 
look at the whole picture, but on the other hand, it is just a little 
opening wedge. 

Mr. Berry. Well, there is another feature, too. We are concerned— 
and maybe this isn’t the place to say it—but we are concerned that 

, some of the taxes our States were getting are now going to the 

Federal Government, and every time that gets larger, we have a 

heavier tax at the State level to make up the difference; this little 
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move only amounts to a few thousand dollars, but if you get a series 
of moves like this, it will amount to substantial dollars, and then we 
face increasing taxation in the State to make up the difference that 
is gone to the Federal Government. 

Mr. Kinpurn. I don’t know, but I don’t think the authors of either 
of these bills are very strong for that feature. I wouldn’t think so. 

Mr. Mutrer. Mr. Chairman. 

The CHatrman. Mr. Multer. 

Mr. Mutrer. As a matter of fact, if this practice should be author- 
ized by the Congress, why shouldn’t the purchaser, who then buys this 
property from FHA, say, “Well, now, look, you have been carrying 
the insurance yourself, why should I go out and get the insurance 
from a private carrier and pay twice asmuch? You continue to carry 
it and I will give you the smaller premium.” 

Isn’t that the natural next step ? 

Mr. Berry. That isa step we are very fearful of. 

Mr. Mutter. As a matter of fact, every time that the matter has 
been submitted to the Congress, that the United States Government 
should carry its own bonds, should be the self-insurer of its bonded 
employees, and we have thousands of such employees in Government, 
at least twice in the last 10 years the proposition has been put to the 
Congress that the Government should stop insuring with private 
insurers on these bonds to save the premium; every time it has been 
referred to the House the Congress has rejected the suggestion and 
continued to bond those employees with private companies. Isn’t 
that so? 

Mr. Berry. I believe so, but that is the casualty side of the business, 
Congressman, with which I am not too familiar. I am on the fire 
side of it. 

Mr. Murer. There is a very big distinction between the Govern- 
ment being the insurer, or carrying the insurance on its own buildings, 
and this kind of thing. These buildings that FHA takes title to, it 
takes title to more or less as a trustee, as a temporary owner, until it 
gets another customer who will take them over; isn’t that so? 

Mr. Berry. That is right. 

Mr. Mutter. In every instance, as part of the commitment for the 
FHA insurance, they require that the mortgagee require that the 
owner carry insurance. I think the language of the requirement is sub- 
stantially “in good, recognized insurance companies.” Isn’t that so? 

Mr. Berry. [ am not familiar with the exact language, but I know 
there is a requirement that it be kept insured. 

Mr. Mutrer. And isn’t that substantially the language ? 

Mr. Berry. Yes, sir. 

Mr. Mutrrr. The requirement is that it must be a recognized, 
responsible company ? 

Mr. Berry. That is correct. 

Mr. Mutrer. It can’t be a fly-by-night or some company whose 
capital has been impaired or who is under investigation and possibly 
is going to lose its right to insure. 

Mr. Berry. That is right. 

Mr. Murer. And when FHA has taken title to a piece of property 
in foreclosure, because of default of the mortgagee, it manages the 
property only until it can get someone to take it off its hands, and 
when it takes back a mortgage, in every instance the FHA requires 
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again that the owner carry insurance with a private insurance carrier. 
That is so, is it not ? 

Mr. Berry. Yes, sir. 

Mr. Motrer. I think you have pointed out here that the FHA in 
trying to sell its properties gives the prospective purchaser a state- 
ment of its expenses. Obviously the cost of carrying the insurance 
while FHA owns the property is going to be less ‘than that of a 
private insurer. 

Mr. Berry. If it goes into this self-insuring. 

Mr. Muurer. That is right. Otherwise there would be no point to 
it if they couldn’t save any money. So then they would give the 
ig purchaser a statement of expenses, part of whic h would 

e insurance at a low rate, and then require this man to go out and 
buy insurance at a higher rate. 

And as you point out, there is very grave danger that many of the 
prospective purchasers may be misied when they read the costs of 
operation, as to what their costs will be, and I think we ought not 
to permit any such possibility to occur. 

Now, you indicate on the last page of your statement, alternative 
language for this section. Do you think there is any danger that if 
we don’t insert that language, that the FHA may stop insuring these 
buildings ? 

Mr. Berry. I would be very surprised, Congressman. I don’t 
think the danger is serious; no. I merely didn’t want to be coming 
before you with an entirely negative position. I wanted to be con- 
structive, if I could. 

Mr. Mutrer. In addition to the fire loss that you insure ordinarily, 
what other losses are covered by these policies? 

Mr. Berry. Conventional extended. 

Mr. Muurer. Wind, storm damage, water damage? 

Mr. Berry. Well, now, water damage, only if the water comes in 
through an opening. 

Mr. Mutter. I am not referring to floods. 

Mr. Berry. That is correct. Wind, tornado, and the damage con- 
sequent from that, plus the conventional other extended coverage. 

Mr. Mutrer. I think you indicated that the agency said that they 
would not insure their big projects, but that this was intended to 
cover only the small projects. Doesn’t that create a greater risk of 
loss to the agency by excluding the large projects? 

Mr. Berry. Well, I gather ‘they weant they were going to continue 
to insure them with us. 

Mr. Mutrer. That is the large projects? 

Mr. Berry. Yes, sir. 

Mr. Muurer. Well, if they eliminate the large projects from the 
self-insurance, and take only the small projects, aren’t they creating 
a greater risk to themselves ? 

Mr. Berry. Well, they have only then a series of small projects 
where I think the total mount of premiums is $12,000. I don’t think 
their losses would be very great, but by that time the excuse for this 
legislation disappears, if they are only going to save $12,000, or that 
is the most they could save, then, the loss to the States in taxes equals 
that. 
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Mr. Mutter. A single loss could easily wipe out the $12,000 saving. 

Mr. Berry. Easily. 

Mr. Muurer. I do not know who suggested this, but I can’t see 
that it would do anything except cause trouble. I don’t think the 
agency can say there is a saving. There may be a paper saving on 
the dollars of premiums paid, but then they will have to set up an 
agency within the department; they will have to have people to 
run it; and, if the prospective saving is $12,000 a year, I would venture 
to say their payroll would increase by $25,000 a year. 

Mr. Brown. Will you yield? 

Mr. Muurer. Yes, sir. 

Mr. Brown. I concur in what you say. 

Mr. Mutrer. Thank you, Mr. Brown. 

That is all, Mr. Chairman. 

Mr. Vanix. Mr. Chairman. 

The Cuatrman. Mr. Vanik. 

Mr. Vanix. I feel as the witness does that the Government should 
refrain from the insurance business if it can be avoided, but what 
would be your opinion as an underwriter with respect to the plea that 
is now being made with respect to atomic reactors. The Government 
is being urged to get into the insurance business for the excessive 
amount of loss that might be involved in the shifting of an atomic 
reactor. Is Government to get into the bad business, and avoid the 
good business? Isn’t the insurance industry of this country compe- 
tent to handle insurable risk with respect to the atomic reactor 
damage ? 

Mr. Berry. Congressman, I speak only for property insurance com- 
panies; I say that at the outset because there are different kinds of 
insurance. Now, as to the property-insurance field, we are not asking 
the Government to furnish insurance on reactors. We expect to cover 
them. 

Mr. Vantk. That plea has been made. Travelers and a number of 
other companies have asked the Atomic Energy Commission to take 
over liabilities beyond $65 million. 

Mr. Berry. Liability insurance? 

Mr. VAnIK. Yes, sir. 

Mr. Berry. I am talking about insuring the property. 

Mr. Vanik. Well, it seems to me that we should either have Gov- 
ernment in or out of the insurance business. We can’t ask Govern- 
ment to take the bad risks and have private industry ask for the good 
ones. I think the private insurance industry of this country ought 
to be able to handle that problem, and face up to it. 

Mr. Berry. Congressman, property-insurance business has created 
a pool of capital—the organization meeting will be the 23d of May 

Mr. Vanix. What would be that pool at the present time? 

Mr. Berry. The amount of it? 

Mr. Vantk. Yes, sir. 





Mr. Berry. We expect to have facilities for about $60 million to 
$70 million, which will be more than enough to cover any reactor that 
is on the drawing board today, as to any destruction of that reactor. 

The thing you are talking about is outside the field we are talking 
about this morning. That is where, as a result of a reactor incident 
you get a nuclear cloud which causes damage to a great many people 
of a large area. That is a form of liability coverage. 
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As I understand the casualty companies’ position, they have also 
set up a pool which will run to some $65 million, where they are per- 
fectly willing to insure that, but because the exposure goes beyond 
$65 million, because the companies who are going to run these reactors 
feel that $65 million would not cover what those companies might be 
exposed to in liability claims, they are asking for protection above that 
$65 million. 

But don’t get the idea the companies are not willing to write it. 
They are. It isa question of how much they can write. 

Mr. VanrK. Let me ask you the same question with respect to flood 
insurance. There again we have an effort mane made in this Congress 
to get the Government in the flood-insurance business. Do you feel 
that that is a proper province for governmental activity, as an insur- 
ance underwriter ¢ 

Mr. Berry. We have some hesitation, about telling Government 
what we think Government ought to do. If you would phrase your 
question, do we think that flood insurance is an insurable hazard 
and leave out any idea that we are telling Government what to do, 
I would like to answer the question. 

Could I have it phrased that way ? 

Mr. Vantg. Yes, sir. 

Mr. Berry. We don’t believe that flood insurance is an insurable 
hazard for us or anybody else. It is not sound. 

Mr. Vanrgk. And that would apply to the Government, too ? 

Mr. Berry. Yes, sir. 

Mr. Vanik. In other words, flood insurance would amount to a sub- 
sidy or grant ? 

Mr. Berry. Yes, sir. 

Mr. Vanrg. Thank you very much. 

The Cnatrman. Are there further questions ? 

Mr. Wipnati. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wipnatu. The thought occurred to me that in connection witn 
the foreclosure of these properties, and the procedure that takes place 
at that time, wouldn’t any savings on insurance actually go to the 
former mortgage lender, 90 percent of it, rather than to the Govern- 
ment ? 

Mr. Berry. I don’t know. I doubt it. Let’s see, the Government 
acquires the property. At that time the Government is insured, 
through this insurance company association. We have an automatic 
pickup to cover the Government. 

_ Now, the Government subsequently sells that property. Then that 
insurance goes off completely. I don’t see where the prior owner would 
come into it. 

Mr. Wipnatu. How do they base the amount of debentures?, Would 
that include insurance costs ? 

Mr. Berry. I don’t know, sir. 

Mr. Murer. May I suggest this with reference to what happens 
on foreclosure ? 

When the mortgage is placed, the owner of the property, who bor- 
rowed the money and gave the mortgage to the lender, buys the in- 
surance, and pays for it. It is his policy, although a policy or certifi- 
cate may be given to the mortgagee or the lender. { 
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Upon foreclosure, that policy is actually the property of the owner 
of the building, and upon foreclosure he will cancel the policy, and 
if there is rebate of premium due, it does not go to the mortgagee or 
the FHA as the insurer of the mortgage, but to the owner of the 
property. That is why they step in under their automatic policy, the 
minute the foreclosure takes place, they cover. For a premium, of 
course. They are supposed to get immediate coverage to avoid any 
lapse of the insurance. 

r. Wiwnat. How do they fix the amount of debentures involved ? 

Mr. Mourer. That is dependent upon the amount of reimbursement, 
= balance due for principal and interest and cost of foreclosure, 
if any. 

Mr. Wipnatt. It wouldn’t include the insurance. 

The Cratrman. Does the Government issue a policy on this? 

Mr. Mourer. No; the Government doesn’t. 

The Cuatrman. The policy would be issued to itself. 

Mr. Mutter. If this provision is enacted, then there would be no 
certificate or policy of insurance. They would simply pay a certain 
sum into the insurance fund. 

The Cuarrman. When the property is disposed of, there would be 
nothing to cancel. 

Mr. Motrer. That is right. 

The CHatrMaNn. So the _ wouldn’t go into insuring prop- 
erty that it doesn’t own itself. We are all opposed to that. But it 
seems to me there is a little distinction. This is the Government 
carrying the insurance on its own property. Whether that is desirable 
or not is something for us to consider, but there is no contract of 
insurance. And there is no insurance on the property when it is dis- 
posed of. It is just as though an individual was carrying his own 
risk. I don’t think that could be disputed. 

Mr. Brown. Does the Government carry insurance on post. office 
buildings? 

Mr. Berry. I understand not, Mr. Brown. 

The Cuatrman. I tnink the Government carries its own insurance 
on Federal buildings. 

Mr. Berry. It doesn’t insure privately. 

Mr. Mutter. And they have no reserve for losses. The properties 
are not covered with any insurance, and if there is a loss, the Govern- 
ment merely writes it off. 

Mr. Berry. But I would like to take this opportunity to say that 
that is far from a one-way street. The State of Michigan didn’t carry 
insurance on its own properties either, and one day, with a perfect loss 
ratio record over a period of years, the State library went up and 
I have forgotten what the losses were, but they were prodigious. 

The Cuarrman. We are glad to have your views. They will be 
considered. 

Mr. Vanik. Mr. Chairman, I want to take this opportunity to 
express my appreciation to your industry for the very prompt han- 
dling in the Cleveland area for the wind and storm damage losses 
which resulted from last Saturday’s heavy storm in Cleveland. Your 
representatives in Cleveland established special offices to collectively 
handle all complaints and process adjustments. It was a commend- 
able way of handling the problem. A Government insurance agency 
would never have acted as expeditiously. 
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Mr. Berry. I Sypeeciate that. Could I pass that word back to the 
adjustment bureau ¢ 

Mr. VAniK. Yes, sir; I think they have been very prompt. 

Mr. Berry. Thank you. 

The CHatrMaAn. Call the next witness. 

The Cuierx. Mr. Morton V. V. White, representing the National 
Association of Insurance Agents. 

The Cuatrman. Mr. White, you may proceed. 


STATEMENT OF MORTON V. V. WHITE, MEMBER OF THE EXECU- 


TIVE COMMITTEE, NATIONAL ASSOCIATION OF INSURANCE 
AGENTS 


Mr. Wurre. Mr. Chairman, ladies and gentlemen, my name is 
Morton V. V. White. I am secretary-treasurer of Patt, White Co. of 
1142 Hamilton Street, Allentown, Pa. The corporation is engaged in 
the business of real-estate sales, general insurance, and the placement 
of mortgage loans. We represent certain life-insurance companies as 
correspondents and are certified to as FHA mortgage lenders. 

[ am also a member of the executive committee of the National Asso- 
ciation of Insurance Agents, an organization comprised of some 
32,000 member-agencies upon which not less than 200,000 people de- 
pend for their livelihood. It is that group that I represent. 

I speak in reference to the housing bill of 1947, having been given to 
understand that section 102 of that bill would amend title I of the 
National Housing Act by adding a new section 10, as follows: 

Notwithstanding any other provision of law, the Commissioner is hereby 
authorized to establish a fire and hazard loss fund which shall be available to 
provide such fire and hazard risk coverage as the Commissioner, in his discre- 
tion, may determine to be appropriate with respect to real property acquired 
and held by him under the provisions of this Act. 

Now, gentlemen, for something over 25 years, with the beginning of 
the functioning of the Home Owners Loan Corporation which worked 
to the benefit of mortgagees and property owners, the hazard insur- 
ance upon properties which fell to the ownership of the Federal Gov- 
ernment has been placed through the facilities of a bona fide, qualified, 
local insurance agent, with the actual coverage being provided by 
member companies of the Stock Company Association. 

And incidentally, there are 154 member companies. 

It is obvious that this practice become so precedented that with 
the operation of Federal Housing Administration in later years the 
same procedure was used. It isalso pretty obvious that the servicing of 
the business and the payment of losses have been provided in a satis- 
factory manner. I should like to talk a bit to the point of servicing. 

Out of every premium dollar that has been paid by FHA for insur- 
ance protection, a certain percentage has gone to the agent in the form 
of commission for his services. At first blush it might appear that the 
agent pockets his commission and is through with the proposition as 
soon as the policy has been delivered and the premium paid. 

Such, however, is not the case. If you will think with me for a 
moment, you will understand that an agent has not earned his full 
commission until the day that the insurance contract is either can- 
celed or has expired. During the policy period he will perform many 
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functions. He will properly rate and prepare the policy after care- 
fully determining the correct amount of insurance to value, with an 
eye on the coinsurance requirements. He will be called upon to ex- 
plain the coverage to the occupants, who, from time to time, will 
want to have their quarters redecorated. It is likely that he will be 
called upon to investigate and carefully handle a loss or losses— 
generally windstorm losses brought about by the susceptibility of 
present-day roof-covering installation methods, making sure that re- 
pairs are prompt and adequate and delivering the loss-payment check. 
This latter function often involves the locating of a roofer who is 
able to do the work. 

He is at his end of the phone where advice, counsel, and personal 
attention to the insured property is always available. More than 
often, the policy has to be sailomeant during its life and he must stand 
ready to cancel in event of change of ownership, paying back return 
commission as a part of the return premium. 

These services are a part and parcel of an insurance agent’s daily 
life. It is through the agent’s services that insurance, with a capital 
I, is known to the public. And it is through the efforts of the agent 
that the public has come to realize the value and comforts to be de- 
rived from insurance. 

Gentlemen, whereas uninformed persons may take the view that 
insurance is a gamble, it is in fact, the reverse. For example, when 
you sit down to a poker game with a $10 bill to risk, you have created 
un uncertainty out of a certainty. You may come out of the game 
with more money or you may lose your $10 or more. On the other 
hand, when you buy insurance upon capital with which you enter 
a venture, you have created a certainty out of an uncertainty, having 
guaranteed yourself that you will come out of the venture with no 
less than that with which you went in. 

Among other things, the regulatory laws of the several States, 
which apply to the conduct of the insurance business, have been 
evolved over tle years through trial and error. As they pertain to 
the conduct of the insurance companies, those laws very specifically 
prescribe the amount of reserves that the company must maintain 
at all times in relation to the amount that it has at risk. If those 
regulations represented all the safeguards that are necessary to 
guarantee solvency of an insurance company, this would be a rela- 
tively simple business. However, there is a great deal more involved. 

_It_is axiomatic that no insurance company dare concentrate its 
liability within an area that might be subject to a common loss. Con- 
sequently, so that the company may in turn be insured, it resorts to 
the practice of reinsuring a portion of its liability with other insur- 
ance companies. In turn, those companies, wherever they may be 
located, reinsure their liability with that carrier, bringing about a 
spread of risk which is absolutely essential to the good health of any 
Insurance company. 

_ One more safeguard is taken in an effort to obtain insurance for 
insurance, and that is, that the assets and reserves of an insurance 
company are permitted to be invested in certain carefully prescribed 
classifications of investment. By regulation, no insurance carrier is 
permitted, so to speak, to put all of its eggs in one basket. 

_ Now, I have been given the opportunity of studying the list of 
insurance premiums paid upon the various categories of properties 
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now owned by FHA. Being in the mortgage-placement business, and 
fairly familiar with the various titles of the act, I observe that the 
high values are concentrated in properties coming under titles VI 
and IX, sections 603, 608, and 903. I must therefore assume that the 
properties, for the most part, represent multifamily units, and as an 
insurance man, I realize that they are subject to catastrophe loss. 

I have also seen a list of some 367 insurance agents who have been 
designated as placement offices for the required hazard insurance pro- 
tection. And I observe that the Southern States are more liberally 
represented than those in the North. I therefore take the liberty of 
deducing that the bulk of the properties involved in this matter are 
located in the South. If that is so, then I must believe that those 
properties are subject to any force of the elements that might hit that 
section of the country. 

Now, whereas wind has hit virtually every portion of these United 
States in the past few years without fear or favor—the most recent 
catastrophe being on May 12, less than a week ago—incidentally, 
gentlemen, that is designated as catastrophe No. 74—you will recall 
that there was a time when most of us believed that only the South 
was susceptible to windstorm. Who is there to say that for the next 
several years wind damage may not be confined to the lower tier of 
States? I mention these things, gentlemen, because as an insurance 
man, it does not appear to me that you have the necessary spread of 
risk to permit anyone without a crystal ball in excellent working order 
to name a figure that will properly represent the amount of reserve 
necessary for you to launch upon a program of self-insurance. 

A word about rates: While this is not a field in which the agent 
works to any great extent, again, there are some things which are 
axiomatic. In fire insurance, the influence of improvements in 
domestic appliances, building materials and practices, fire-fighting 
equipment and methods, and pure spread of risk, have brought rates 
down to the least common denominator during the past 50 years. 
However, buildings still burn. With increasing frequency properties 
are damaged or demolished by wind and too often, by explosion. You 
will agree, won’t you, that there is nothing sacred about FHA-owned 
properties which will render them invulnerable to those or other 
hazards ? 

Rates for all types of insurance are reviewed regularly by the insur- 
ance departments of the several States. They are reviewed constantly 
by the underwriters. The very basis of insurance is the statistical data 
upon which rates are made. Obviously, the rates are not made to 
cover the pure loss factor. Expense of doing business has been on the 
increase for years and the tax burden upon this or other business is 
naturally involved. But the fact of the matter is that the influence of 
wind in particular has borne heavily upon rates for the past several 
years. That destroyer of property is completely unpredictable. As 
we sit here, the industry is not at all sure that it is being adequately 
compensated for underwriting that protection. If this situation is 
developed through the study of statistics in the insurance business, how 
can we assume that those outside the business would be able to prophesy 
probable losses on a given group of properties ? - 

Now, plainly, gentlemen, the proposition as set forth in the proposed 
new section 10 of title I of the act 1s made with the thought of saving 
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money and if there is one thing in the world that every taxpaying 
citizen of this country would like to have you do, it is to save money. 
But as one who is engaged in the business of being an insurance agent 
and who knows that the underwriting profits of the insurance com- 
panies have been anything but attractive during the past 4 months, I 
cannot believe that FHA can save money in the direction of self- 
insurance. 

Not a week goes by that somewhere, some municipality, some school 
district, some State government, or some institution, launches upon a 
program of self-insurance. By and large, it has been anything but a 
successful undertaking. There have been almost unlimited printings 
of articles written on the fallacies of self-insurance. On the other 
hand, I don’t believe I have ever seen one that extolled the virtue of 
such a plan. 

We have come here today prepared to give you copies of a booklet 
titled “State and Municipal Ralbdneswanan’? by Mr. George S. Han- 
son, the very able chief counsel and secretary of the National Associa- 
tion of Insurance Agents. I would like to think that this booklet 
might receive something more than your passing interest. There, you 
will find factual data on self-insurance. The important thing to re- 
member, gentlemen, is that a fund such as FHA might set aside, can 
approximately take care of the normal. The important consideration 
in any insurance plan is not the normal, certain loss, but the uncertain, 
abnormal loss that grows out of catastrophe. 

I will not deny that you could go through a period when the losses 
were small and infrequent and thus, in effect, realize a profit in a 
venture of self-insurance. But it is only a question of time when 
the losses will occur and actually the only way to show a profit would 
be to wind up the program while it was still healthy and while it 
was still ahead. That is gambling. Where is the person who is 
going to name that time? ‘The only safe insurance program depends 
upon a regular influx of payments into the fund to maintain the 
fund’s ability to meet losses at all times. Such payments might ac- 
cumulate for some time with no serious trouble occurring to upset 
the scheme but the only known and carefully regulated system of 
successful insurance programs are those dictated by the insurance 
departments of the States and by the application of every established 
commonsense underwriting safeguard, spread of risk, and reinsurance. 

Under date of March 20, our office received a very fine letter over 
the signature of Norman P. Mason, Commissioner of the Federal 
Housing Administration. It contained a financial statement of FHA 
as of December 31, 1955. In the second paragraph of that letter, 
Mr. Mason said: 


The FHA is self-sustaining. Its income from fees, premiums, and interest 
on investments is sufficient to pay all operating and loss expenses to date and 
to build up reserves in the form of capital, earned surplus, and statutory re- 
serves which at the end of 1955 amounted to $447.6 million. 

I must assume from reading that paragraph and looking at the 
financial statement, that FHA, as a mortgage insurance corporation, 
has been conducting a safe and healthy insurance business. I have 
great difficulty then in reconciling his letter with the recommendations 
which go with section 10 referred to in the housing bill for 1957. 
Because, therein it is proposed that FHA abandon the proper prac- 
tices to which it has adhered in the conduct of its announced purpose, 
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to launch into a program of hazard insurance which is completely 
contrary to all of the basic principles involved in any type of insur- 
ance program. 

Gentlemen, I am a citizen, a property owner, a small-business man, 
and first, last, and always, a taxpayer. We agents are unalterably 
opposed to the entry of the Federal Government into any business 
which is now being successfully conducted in the public interest. 
We do not want the FHA to get into our business. We are satisfied 
that the FHA, through whatever field forces it may now employ or 
might later employ, cannot possibly perform the services necessary 
to all-round insurance protection. A great part of that protection 
is the service which we render as agents, to our clients and to our 
companies as their local representatives. All of us hope we will 
never see the day when FHA will have to call upon its reserves to 
any great extent to bolster property values and to save the investment 
made by the lenders of the public’s money in real-estate mortgages. 
But, most of all, we should not like to see any of the FHA reserves 

oured down the bottomless pit of uninsured catastrophe losses caused 
y the unpredictable elements. 

As matters now stand, you are making a certainty out of an uncer- 
tainty by buying insurance from healthy, well-regulated, private in- 
surance companies through the facilities of our offices, with moneys 
which were collected for that purpose. We are compensated by com- 
mission received for our services. We pay taxes upon our income. 
The imsurance company pays taxes on its premium writings. The 
municipalities, the States, and the Federal Government count upon 
and expect that tax income. Thousands of people are employed in 
the insurance industry. That is the kind of a system that gave this 
country its solid economy. It is our belief that any venture into self- 
insurance by any branch of the Government—when private facilities 
are wholly adequate—will serve to weaken the economy, and success- 
ful or not, will serve to induce additional ventures of a similar nature. 

Historically, free, competitive insurance underwriting has played a 
major role in the many steps to our present high standard of living 
by guaranteeing risk capital, large and small, private and govern- 
mental. 

We are proud of the part the insurance agent has played in this 
free, competitive system. We ask no special favor. Only your under- 
standing and consideration, to prevent Government competition in a 
field so well served by our industry. 

Gentlemen, strike out section 10 of the Housing Act of 1957 and 
permit the Federal Housing Administration to continue to do a fine, 
sensible, and necessary job. 

Mr. Brown. We are very glad to have your splendid statement, Mr. 
White. 

Are there any questions? 

Mr. Mumma. I have a question. 

Mr. Brown. Mr. Mumma. 

Mr. Mumma. Isn’t it true that the insurance companies make more 
money on their investments than they do on their underwriting? 

Mr. Wurre. Indeed, it is, sir. 

Mr. Mumma. In other words, if it weren’t for their investments, 
they couldn’t maintain their rates? 

Mr. Wuire. That is right. 
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Mr. Mumma. That is all. 

Mr. Mutrer. In other words, you take the money from the pre- 
miums and lend it out on mortgages so the people can buy more insur- 
ance. 

Mr. Wuire. That just about describes it, Mr. Multer. 

Mr. Brown. You may be excused. Thank you. 

Our next witness is Mr. Harry Held, connected with the National 
Associaton of Mutual Savings Banks, 

Come around, Mr. Held. 


STATEMENT OF HARRY HELD, VICE PRESIDENT OF THE BOWERY 
SAVINGS BANK, NEW YORK CITY, APPEARING AS CHAIRMAN OF 
THE COMMITTEE ON MORTGAGE INVESTMENTS OF THE NA- 
TIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS 


Mr. Heip. Mr. Chairman, members of the committee, my name is 
Harry Held and I am a vice president of the Bowery Savings Bank 
in New York City, N. Y. I am appearing as chairman of the com- 
mittee on mortgage investments of the National Association of Mutual 
Savings Banks. Our organization represents the mutual savings 
banks of the Nation, which are institutions operated solely for the 
benefit of their depositors. 

They are 527 in number, operating in 17 States, primarily located 
in the New England States, New York, New Jersey, Pennsylvania, 
and Maryland. They have a total deposit liability of over $28.4 bil- 
lion and have assets of $317 billion. They are traditionally known 
as depositories for small savers. They have 21,233,000 deposit ac- 
counts. The mortgage investments of mutual savings banks, amount- 
ing to well in excess of $17 billion or 55.6 percent of their assets, are 
comprised of loans made in every State in the country, Puerto Rico, 
and Alaska. During the year 1955, mortgage holdings of mutual 
savings banks increased $2.450 billion, or 19 percent above the former 
record gain of $2.052 billion in 1954. 

Our committee on mortgage investments has studied the provisions 
of H. R. 10157 and the administration bill, H. R. 9537. 

With reference to H. R. 10157, we should like to make the following 
comments : 

We recommended the continuance of the FHA title I home improve- 
ment program as provided in section 101 of H. R. 10157 as far as the 
2-year extension, the increase in the maximum loan amounts to $3,500 
and $15,000, and the increase in the maximum loan term to 5 years 
are concerned. 

We recommend against the adoption of the sliding interest-rate 
scale, that is, a 5-percent discount on loans below $1,000 with a 4-percent 
discount on the balance above $1,000. These title I loans are really 
personal loans and it is our feeling that a maximum 4-percent discount 
on the portion over $1,000 would serve to defeat the purpose of title I. 
The present rate—that is, a 5-percent discount—is a maximum and is 
subject to competitive factors. The actual rate of many title I loans 
seeks its own level below the 5-percent discount. 

As to the provisions for the liberalization of FHA section 207, 
rental-housing insurance, we believe that the increased loan ceilings 
to $2,250 per room and $2,700 per room in elevator-type structures 
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would give realistic recognition to present-day cost factors. In sup- 
porting these new maxima, we look to FHA to minimize the excessive 
use of these mortgage limits by application of their standards of value 
and of economic soundness. We are opposed to the provision in sec- 
tion 103 of the bill for the increase of loan-to-value ratio to the 90- 
percent figure. In our opinion, 90-percent loans are not compatible 
with a sound rental-housing program. Experience has indicated 
that a 90-percent loan is in effect one in which the sponsor usually has 
a no-cash equity position when the project is completed. Under such 
circumstances the promotion of such projects is generally speculative 
in nature, rather than being conservative from an investment stand- 
point. Some evidence of the dangers inherent in the high-percentage 
rental loans was indicated in the section 608 investigations. As sec- 
tion 207 represents the permanent rental-housing section of the Na- 
tional Housing Act, we believe it should only be made available on 
a sound and conservative basis. 

We do not support the provision under section 104 of H. R. 10157 
amending FHA section 213, which would permit a cooperative sponsor 
to obtain a commitment for a loan up to 85 percent of replacement 
cost and to proceed with construction lotice the cooperative has been 
formed. We have had some experience in the financing of coopera- 
tive enterprises, and we believe that this is a field in which caution 
should be exercised against excessive speculation. We are impressed 
with the suggestion FHA Commissioner Mason made before this com- 
mittee that, if Congress desires a method such as this to be employed 
in initiating cooperative projects, it be handled under FHA section 
207 applying the 207 tests of value and of economic soundness with 
conversion to the liberal terms of section 215 upon sale to a valid 
cooperative. We also oppose the provision in the bill to permit a 
higher per room maximum up to an additional $1,000 in this pro- 
gram. As Commissioner Mason pointed out before this committee, 
the cooperative program was designed to help middle-income families. 
This increased per room provision would be conducive to the building 
of projects with fewer rooms per unit and would tend to produce 
luxury housing under the section 213 program. We do not believe 
Congress would look with favor upon such result. 

We support the increase of $3 billion in the FHA insurance authori- 
zation for the coming fiscal year on the assumption that FHA’s activi- 
ties will continue to require such authority. 

The proposal in section 106 of the bill to permit a profit and risk 
allowance of 10 percent for sponsors of urban renewal projects under 
section 220 sue in our opinion, tend to induce builder-sponsors 
to request this maximum in every application. In addition, such a 
flat provision would, to a great extent, weaken the FHA Commis- 
sioner’s ability to negotiate this factor downward with relation to type 
and location of property involved. 

Section 107 of H. R. 10157 deals with relocation housing insurance 
under section 221. Here again the maximum permissible loan would 
be increased to $8,600 and $9,600 in high-cost areas, as compared to 
the present ceilings of $7,600 and $8,600, respectively. We believe 
that the increases in these maximum insurable amounts may more 
nearly reflect cost elements than do the present limitations, but we 
are opposed to the provision in this section which would eliminate 
the downpayment and which would increase the maturity of these 
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loans from 30 years to 35 or 40 years. The no-downpayment loan 
and the stretching of the maturity terms, when used to any great 
extent, can be inflationary factors. While a multifamily project 
might warrant a loan of 35 to 40 years, we question the soundness 
of making loans in excess of 25 or 30 years on single-family dwellings. 

The proposed amendment in section 108 of the bill making the cost 
certification incontestable after the Commissioner’s approval should 
serve to remove a major deterrent to participation of responsible 
development sponsors, and we support this provision. 

Section 201 of H. R. 10157 would make certain amendments in the 
operations of the Federal National Mortgage Association. The pro- 
posal to permit advance commitments under the secondary market 
operations is unsound in our opinion. This proposal in effect would 
give FNMA permission to issue standby commitments at prices 
sufficiently below the prices offered by the Association for immediate 
Renae Extensive use of such standby commitment authority could 
ave serious inflationary effects in the same manner as excessive ware- 
housing of commitments of mortgages in the private market would 
have. The mere inclusion of an advance commitment provision, even 
on a restricted basis, becomes an invitation to use the FNMA facility 
without attempting to secure financing through normal sources. We 
are also opposed to this proposal for advance commitments due to 
the fact that extreme difficulty would be encountered in setting the 
prices for such commitments. If the costs for the commitments were 
too high; great pressure would be brought to bear on FNMA to bring 
the prices down. If costs were too low, there would be no incentive 
for seekers of mortgage credit to go anywhere but to FNMA for their 
commitments. 

We completely endorse the statement of Mr. Baughman, President 
of FNMA, in his recent testimony before this committee, when he said: 

The principal objections have been that such a procedure tends to draw FNMA 
nearer to the originating or primary market and away from its basic purpose 


of providing supplementary assistance to the general secondary mortgage market, 
and that it tends to place FNMA more nearly in direct competition with mortgage 


investors. 

We are also opposed to the provision in section 201 of the bill to 
reduce the stock purchase requirement to no more than 2 percent. 
Tn our opinion, the 3-percent stock ownership provision is a fair and 
equitable one, but we would have no objection to some degree of elas- 
ticity being introduced into this requirement such as discretion of the 
Association to adjust the stock purchase requirement with a maximum 
of 3 percent and a minimum of 2 percent. 

We are strongly opposed to the provision in section 201 which 

would require FNMA to pay par for special assistance mortgages 
until June 30, 1957. This is a direct threat to the private lenders 
of mortgage funds. As Mr. Baughman said in his recent testimony 
before this committee, if FNMA is to pay a par price— 
virtually all of the mortgages eligible would be offered to FNMA and would be 
purchased by it, so long as its funds lasted. 
The private mortgage market would be seriously damaged by any 
such policy and, as Mr. Baughman pointed out, such a support program 
would be very costly to the United States Government and would 
aggravate FNMA’s management and liquidating functions by the 
addition of new large blocks of mortgages. 











HOUSING ACT OF 1956 407 


It follows that the proposal to increase advance commitment funds 
for special assistance operations by an additional $200 million is not 
necessary if we do not increase the advance commitment authority. 

The proposal for a $50 million revolving fund to support FHA 
section 203 (1) loans is not needed. Here again we agree with Mr. 
Baughman that the interest rate (4% percent) on these loans with the 
added one-half percent service fee obviates any necessity for a support 
program. 

Section 202 of H. R. 10157 proposes a new secondary market pro- 
gram for GI loans by permitting the Secretary of the Treasury to in- 
vest up to 10 percent of the reserves of the national life-insurance 
fund by purchasing VA-guaranteed loans where discounts on GI loans 
are heaviest. This program reputedly could supply nearly $550 mil- 
lion for this purpose. Under this proposal, FN MA would act as the 
trustee’s agent to purchase and service the loans. Here again, we see 
another large effort to increase the Government’s participation in and 
the Government’s investment in direct home mortgages. 

As private investors in this field, we are opposed to this program. 
We agree with the President of FNMA that the GI loan purchases 
under these provisions would be at prices higher than the applicable 
market prices and hence would seriously curtail the growth of the 
private secondary market in mortgages which is increasingly helpful 
in spreading mortgage funds throughout the country. This com- 
pulsory action would increase the national debt and would put the 
Secretary of the Treasury as trustee of the insurance fund in the 
equivocal position of investing these trust funds in assets for no other 
purpose except as an attempt to stabilize a VA mortgage discount 
market on a purely regional basis. Such action would not only be 
unwarranted, but might well be considered in violation of the trus- 
tee’s duty to the policyholders. 

Sections 301-304, inclusive, of the bill propose a new loan program 
for housing the elderly, financed by direct Government loans to non- 
profit corporations. We are opposed to the enactment of this legisla- 
tion because it would probably result in driving private enterprise 
completely from this field. Instead, we favor the enactment of the 
privately financed FHA mortgage program for elderly persons as 
provided in H. R. 9537. The latter provisions would amend existing 
FHA section 203 to permit a third party to provide the downpayment 
where the mortgagor is to be an elderly person, and the third party 
could also be a cosigner of the mortgage note. The H. R. 9537 pro- 
visions would also amend section 207, the rental housing insurance, in 
those cases where at least 25 percent of the units are designed for the 
elderly. Here the maximum amount of the mortgage would be 90 
percent of value. In cases of FHA section 207 where the project is 
designed and held entirely for elderly persons by a nonprofit organ- 
ization, the mortgage could be 90 percent of replacement cost instead 
of 90 percent of value. We believe that these provisions are much 
more desirable than the direct lending proposed by H. R. 10157. 

Generally speaking, we are in favor of the proposals in section 801 
of H. R. 10157. These provisions would extend the life of and liberal- 
ize the provisions of title VIII, the military housing program. We 
would like to comment that FHA should be given more control over 
the quantity and quality of housing to be insured at military installa- 
tions. We believe it is rather shortsighted not to take full advantage 
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of FHA’s underwriting skill and experience in programing military 
base projects. We further submit that the soundness of increasing 
the mortgage limit is questionable as experience indicates that where 
mortgage limits are increased, the housing is planned on the basis 
of utilizing the maximum amount provided. A sounder approach 
might be to retain the present maximum with a scaling up to the 
maximum as specified in the bill. 

These are the only provisions of H. R. 10157 upon which we wish 
to comment. 

Generally, we are in support of the administration bill, H. R. 9537, 
and have so testified before the Senate Banking and Currency Com- 
mittee. The basis of our support of the administration bill is that 
it provides a broad basis for the continued participation of mortgage 
lenders in the solution of our housing problems, and does not threaten 
the continuance of our participation in housing financing by the 
enlargement and extension of direct Government loans and direct Gov- 
ernment support. 

Mr. Brown. Thank you for your statement, Mr. Held. 

Are there any questions, gentlemen ? 

If not, you may be excused. 

Mr. Hexp. Thank you, sir. 

Mr. Brown. The committee will now adjourn, to reconvene tomor- 
row morning at 10 o’clock. 

(Whereupon, at 12 noon, the committee adjourned, to reconvene at. 
10 a. m., Friday, May 18, 1956.) 
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FRIDAY, MAY 18, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence, Brown, Rains, O’Hara, Mrs. Sullivan, 
Messrs. Wolcott, Talle, Kilburn, Widnall, Betts, Mumma, and Nichol- 
son. 

The Cuatrman. The committee will be in order. 

We will resume the hearings. 

The clerk will call the first witness. 

The Crierx. Mr. Fred J. Russell, appearing for the Wherry Hous- 
ing Association. 

The Cuatrman. Mr. Russell, you may identify yourself and pro- 
ceed as you desire to present your testimony. 

Mr. Russeti. Thank you, Mr. Chairman. 


STATEMENT OF FRED J. RUSSELL, PRESIDENT OF THE WHERRY 
HOUSING ASSOCIATION 


Mr. Russeiu. My name is Fred J. Russell. I am president of the 
Wherry Housing Association, a nonprofit organization comprising 
the majority of the owners of the 82,000 Wherry housing units in the 
United States and its possessions. This association is made up of 
owners only and concerns itself primarily with operations matters. 
Its officers and directors serve without compensation or reimburse- 
ment of expense. Its objectives are to develop and maintain the 
highest quality and efficiency in Wherry operation. We are qualified 
in matters relating to military housing because we have substantial 
experience not only in military housing but also in other housing, in 
building, in property management, and in business. Accordingly, we 
are able to contribute comment which we hope will be of some value 
to you. 

Wherry owners entered into agreements with the Government under 
which they were to build housing exactly in the quantity ordered by 
the military, exactly in accordance with the design provided and/or 
modified by the military, exactly at the locations stipulated by the 
military, and Wherry owners are to operate these projects for 52 to 
75 years for the occupancy benefit of military and military-civilian 
families. 

Wherry owners are living up to their end of these contracts; and 
they are ready, willing, sat bide to continue to do so. It is for Con- 
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gress to decide whether the military are to continue ry J en the 
Wherry agreements or whether same are to be canceled by Govern- 
ment acquisition. 

We prefer to carry on under the agreements, with both the Gov- 
ernment and ourselves doing everything that should be done; but we 
resign ourselves to Government acquisition at fair terms if Congress 
decides that the public interest is best served by cancellation through 
Government acquisition. It is for Congress to decide which it shall be. 

H. R. 10885 chooses cancellation by Government acquisition, so we 
will restrict our following comments to this: 

This bill prescribes that the Secretary of each military department 
will Moomcas to negotiate for Wherry acquisition but makes successful 
negotiation almost impossible by requiring that the Secretary of such 
military department first be equipped with independent appraisals, 
with accurate original-cost data and that he be restricted to a $1,200 
price limit for the equity of any unit. 

The military, Senator Capehart, and others previously have testified 
before the House Armed Services Committee and/or the Senate Bank- 
ing and Currency Committee that the military’s failure to acquire any 
Wherry projects under the Housing Act of 1955 was caused by in- 
ability of the military to get satisfactory independent appraisals be- 
cause the subject matter for appraisals of Wherry involved valuation 
of operating agreements, not just valuation of improvements. If the 
military couldn’t get useful independent appraisals before, they cer- 
tainly wouldn’t be able to get useful appraisals now. Therefore, re- 
quiring independent appraisals will again serve to defeat Government 
acquisition. 

Accurate original costs in most instances are not available and/or 
are in such variance with value or replacement costs as to be worthless 
and/or misleading. Such unreliability is the direct result of dif- 
ferences in accounting procedures, in treatment of expenses, and so 
forth. Requiring the gathering of accurate original cost will prevent 
acquisition by negotiation, and even condemnation then would be pro- 
hibited if all the steps incident to negotiation could not be taken. 

A restriction of $1,200 as a limit for negotiation develops an unnec- 
essary barrier to acquisition by negotiation in the numerous instances 
where the military know that the value and current replacement costs 
are greater than $1.200. This restriction precludes the possibility of 
early settlement in condemnation without prolonged and expensive 
trial. A $1,200 equity limit would recognize a cost total of only ap- 
proximately $9,000, and the same reasons for increasing title TV hous- 
ing from $13,500 to $15,000 or $16,500 are reasons why a $1,200 limit 
does not give the military latitude it needs to really acquire Wherry 
units. 

Also, it is well to remember that in addition to compensating for 
the value of the improvements over and above the mortgage, this 
$1,200 must accomplish cancellation of an at least 50-year operating 
contract which gives a Wherry owner $100 to $200 profit per year on 
each living unit. The equity limit under negotiation should be $1,500 
instead of $1,200. This would have no influence whatsoever on how 
high the price would be. It only would increase the number of in- 
stances where the military could buy the more valuable projects by 


negotiated and/or by early agreement after condemnation proceedings 
have been instituted. 
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It has come to our attention that some Members of Congress, mili- 
tary, and FHA personnel are concerned about the possibility of exist- 
ing “windfall” conditions in Wherry mortgages and are concerned 
about too-high prices being developed under such circumstances. This 
might be one of the reasons why the military seem to shy away from 
acquisition and might explain why the procedure outlined in this bill 
has been complicated to such an extent that it likely would defeat 
acquisition objectives. The way to correct the results of a procedure 
wherein excessive estimate of value could result in an excessive mort- 
gage is not to supplement such procedure with several similarly inade- 
quate procedures and, in doing so, prevent acquisition. The best, 
the correct, the most poolproof approach for acquisition would be as 
follows: 

(a) The Secretary of the military should avail himself of the FHA 
Commissioner’s corrected estimate of current replacement costs of 
each project, reduced by the value of improvements installed or con- 
structed with appropriated funds and reduced by appropriate allow- 
ance for physical depreciation. This would provide the Secretary of 
the military an appropriate indication of the present value of each 
project’s improvements. 

(6) The Secretary of the military should avail himself of published 
actuarial tables which show the present value of the cash benefit 
allowed and contemplated each year by the agreement between the 
Government and the Wherry owner. The original FHA project 
analysis accurately defines the cash benefit allowed and contemplated 
per year for each project. This, applied to the actuarial table data, 
would accurately advise the Secretary of the military as to the value 
of the operating agreement which is to be canceled by Government 
acquisition of the related improvements. 

(c) The Secretary of the military should be authorized to acquire 
the supplies, equipment, and so forth, on hand and used by a project 
at the fair value at time of acquisition. There would be little diffi- 
culty in determining such value, and it is important that the military 
be specifically authorized to acquire the items not covered by the 
mortgage. 

(d) With the guides prescribed under (@) and (4) and with the 
intelligence and good judgment which he possesses, the Secretary of 
the military should be authorized to negotiate the purchase at a “fair 
value (including items described per (c)) up to a maximum of $1,500 
per unit. 

(e) In the event FHA or the Secretary of the military have the 
opinion or even suspect the possibility that a “windfall” mortgage 
condition might exist, any required negotiation should be considered 
to have been concluded, and the Secretary of the military should 
institute condemnation proceedings at once. An explanation of the 
effectiveness of condemnation in eliminating the possibility of a 
“windfall” is covered in a following paragraph. 

(f) In the event that the owner and the Secretary of the military 
are unable to reach agreement on total price within a reasonable time, 
the Secretary of the military should institute condemnation pro- 
ceedings. 

Condemnation through Federal court is the only correct and com- 
petent way to arrive at correct value when insufficient buy-and-sell 
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experience causes uncertainty as to correct. price. Condemnation is 
the only correct and competent procedure when the parties do not 
agree. Condemnation is the only accurate way to determine correct 
value under complicated circumstances. Condemnation procedure is 
the only procedure which would correct the situation where an exces- 
sive mortgage exists, because condemnation first arrives at the correct 
valuation without regard to the mortgage. If the mortgage were 
greater than the value, then the owner would get nothing for his equity, 
and this would be correct. Whatever the court decides is the correct 
value. The court only would award to the owner the difference 
between the mortgage and the correct value in every case. 

T am certain that everyone in Congress and everyone in this country 
respects the decisions of the courts in these matters, and they should. 

It long has been established that property sometimes must be 
acquired by the Government and that in some instances it might be 
difficult to define fair price or that the parties are unable to agree. 
This is why condemnation procedure exists. It is the only way, the 
American way, of arriving at correct price in such circumstances. 
Whereas there have been instances where Congressmen and Senators 
and newspapers have enjoyed occasions to criticize the valuation by 
FHA and actions of others in Government, if only for publicity pur- 
poses, there is no one who could criticize correctness and the fairness 
to all parties which is administered by our courts. 

Except in instances of disagreement or instances of suspected wind- 
fall mortgage situations, the Secretary of the military is in a safe and 
adequate position to acquire Wherry projects at the correct price 
within a $1,500 equity limit prescribed by Congress if he has the 
FHA estimate of current replacement cost. 

We remind you that the bulk of 82,000 Wherry units were ordered 
under a bid procedure and had the benefit of a double prior review— 
FHA and military. The Secretary of the military used the FHA 
estimate of cost in ordering the 82,000 Wherry units, and the Secre- 
tary of the military next will be using only the FHA estimates in 
ordering 100,000 to 260,000 additional houses under title TV. 

In connection with title [V housing, no independent appraisals are 
required and no cost certifications are required. If FHA estimate of 
cost. was appropriate for the original ordering by the Secretary of the 
military of 82,000 Wherry units and now is considered appropriate 
for the ordering by the Secretary of the military of 200,000 additional 
housing units under title IV, does it not seem reasonable to you that 
the Secretary of the military can be just as intelligent with his use 
of current FHA cost estimates in connection with his negotiations for 
Government acquisition of Wherry projects ? 

In order to help your understanding of the situation which must be 
accommodated by your legislation, we ask you to interpret these pres- 
ent conditions in Wherry and these actions of the military toward 
Wherry. As of January 31, 1956, there were 35 projects out of a total 
of 171 Wherry housing locations in the country which were less than 
95 percent occupied, in default or foreclosed. This means that over 20 
percent of existing Wherry projects are in trouble. It should be re- 
membered that a Wherry project in trouble, with investments threat- 
ened, is not helped by the fact that some other Wherry projects in some 
other locations are occupied. Yet the military does not even acknowl- 
edge the existing of vacancies in testimony before Congress, and the 
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military is taking no effective administrative steps to correct the va- 

cancy situation in iW herry. If ye military has the powers and author- 
ization it needs to correct the vacancy condition, it should do so. If the 
military does not have the authorization it needs to correct the vacanc y 
condition, it should he appearing before you requesting these author- 
izations; but the military is strongly silent. They neither refer to 
the vacancy condition nor do they express their need for additional 
authority or authorization. 

The military ordered this housing 5 years ago, entered into these 
Wherry agreements and caused $750 million to be spent. Now, 
years later, the military has the opportunity to get more new housing 
and they do not want to make any provisions to protect the existing 
Wherry housing. Five years from now, are you to expect that the 
military will want some new housing and will w ant to you approve the 
abandonment or condone the failure of both the 82,000 Wherr y houses 
and 200,000 title IV houses in favor of new housing ? 

The Department of Defense has testified before this committee that 
the building of 200,000 additional houses which they want will not 
adversely ¢ affect existing Wherry housing. They have said that you 
and we should rely solely on the extra caution they exercise when 
programing additional housing at existing Wherry locations. You 
and we should know that mistakes are alw ays possible and even likely. 
Good legislation should provide against mistakes but also should pro- 
vide for mistakes when they do ha appen, especially when the Govern- 
ment is party to agreements and is guarantor of $650 
mortgages. 

Ifthe military is perfect in its screening process for programing ad- 
ditional housing, then the ther to ‘indemnity a W herry owner 
against vacancy y will never be used but it will be there if it is needed 
and by its very existence will encourage less mistakes in programing. 
“Perfect” means correct programing of housing not only at time of 
programing, but means correct for 50 years. This indemnity could 
be in the form of a priority for previously built housing, Government 
payments of rent on vacant Wherry units or some other suitable pro- 
vision. 

Our military have won the most difficult war ever known by having 
enough of everything. Enough means more than enough much of the 
time in order to have enough at peak-need times. T am glad that 
the military and Congress have too much sense to abandon this doc- 
trine. As applied to military housing, I believe that the correct 
amount of housing will mean that some must stand vacant an occasion 
in order to have 100 percent of need at all times. This should give 
you a clue as to legislative needs when you entertain the idea of pro- 
graming military housing beyond the point where the 82,000 Wherry 
program left off. If you want the vacancy at each location to ac- 
cumulate in the Wherry, then you must change the agreement. The 
Wherry cannot stand vacancy without some legislative changes re- 
garding compensation. If you do not want to accommodate vacancy 
in W herry, then you must provide that vacancy will accumulate only 
in subsequent housing or convert Wherry to Government-operated 
housing. 

It makes sense that the military should convert the operation of 
existing housing to operation by the military if this is the system 
which they prefer and which Congress approves. It makes sense 
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that the military should put all existing permanent housing into one 
inventory for operation under one system before proceeding with the 
programing of additional housing, in order to be certain that the 
additional esa an will correctly consider the additional needs. 

You are to be complimented for the provisions of this bill H. R. 
10885, which recognize these sound, fundamental principles. You 
particularly are to eo complimented for its provisions which authorize 
the military to alter as necessary any Wherry housing acquired in 
order to make them more suitable to the latest needs of military 
families at each location, meanwhile permitting the military to op- 
8 ee as rental housing until any needed alteration is accom- 
plished. 

We are interested in and concerned only with existing Wherry 
projects. We didn’t ask to be in military housing. The military 
asked us. Keep us or cancel us out. If you cancel us, please see to it 
that just compensation is paid. If you keep us, please see to it that 
we are 97 percent occupied. 

The CHarrman. Thank you, Mr. Russell. Are there any questions 
of Mr. Russell ? 

Mr. Wotcortr. Mr. Chairman, 

The Cuarrman. Mr. Wolcott. 

Mr. Wotcorr. Do I understand that H. R. 10885 is being consid- 
ered by the committee in connection with the omnibus housing bill? 

Mr. Ratns. Could I make a statement, Mr. Chairman ? 

In the study, Mr. Wolcott, of the military housing, which is in the 
bill, after the bill, H. R. 10157 was introduced, we ran into this problem 
of Wherry, and recognizing that the two of them would have to go 
together, we introduced H. R. 10885, and it was my feeling we could 
perfect as best we could, and then have an amendment to the omni- 
bus bill when we are ready. That is my opinion and the opinion of the 
subcommittee, Mr. Chairman. 

If it meets with the approval of Mr. Wolcott, I would like it to 
be considered along with military housing. 

The CuarrmMan. It would be germane to the bill. 

Mr. Rarns. That is what I mean. 

Mr. Wotcorr. Well, I don’t think anybody else on the committee 
would have any objection to considering H. R. 10885 in connection 
with the omnibus bill. 

The Cuatrman. Of course, there is no question about it being ger- 
mane, so I don’t see any objection to considering it. 

Mr. Wo corr. If that is the case, Mr. Chairman, I wish Mr. Russell 
would comment on some proposed changes which I think might carry 
out his recommendations in this statement and more clearly define 
the intent of H. R. 10885. 

Mr. Russell, on page 2 of 10885, line 17, after the figures “1955,” it 
has been suggested that it be amended to read: 

National Housing Act is in effect prior to the Housing Amendments of 1955, or 
corporate interest therein. 

As I gather from your statement, that is what you' are stating, 
because in order to get at the equity, you have got to take into consider- 
ation corporate interest. 

Mr. Russet. I believe it is one of the ways that it would be accept- 
able, that it would accomplish the desired result, would be the acquir- 
ing of the corporate interest. 
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Of course, it always is possible to acquire the important parts within 
the corporate structure. 

Mr. Wotcorr. In order that it may get into the record, Mr. Chair- 
man, so that we will have it when we discuss it later on, on line 19 
on page 2, cross out all the words: “The Department shall”—the rest 
of that line, and insert: “Deemed necessary for the purposes of this 
title to purchase” and cross out “of,” so that it will read: 

The Secretary of such military department shall deem necessary for the pur- 
poses of this title to purchase such housing projects which are located at or 
near military establishments— 
and so forth. 

I don’t know whether Mr. Russell is in position to comment upon 
that offhand. 

Mr. Russetu. If I understand this correctly, then, the Secretary 
shall purchase the housing at each of the locations where the title IV 
housing is. 

Mr. Wotcorr. Yes, sir. 

Mr. Russet. That they shall do so. 

Mr. Wo corr. Yes, sir. 

Mr. Russet. If it is the decision of Congress that the family hous- 
ing of the military at any locations are to in part be operated by 
the Government, certainly it would be sensible, preferable, that there 
be one system of housing at a location. 

Mr. Woxcorr. If that is done with respect to the physical proper- 
ties, the real estate, shouldn’t it also be done with respect to the per- 
sonal property ? 

Mr. Russetu. Yes, sir; it should. Everything that is used in that 
project, or is a part of the project should be included in the acquisition. 

Mr. Wotcorr. You want the military to have the authority to pur- 
chase the properties, having given consideration not only to the equity 
but to the personal properties, also. 

Mr. Russetu. Yes, sir. 

Mr. Wotcorr. These are for military housing, and of course the 
people who are to be located in this military housing must have 
these facilities. 

Mr. Russet. Yes, sir. 

Mr. Wipnatt. What is the nature of the personalties that would be 
involved ? 

Mr. Russeu. It could include such items as maintenance equip- 
ment, supplies, installations subsequently built for maintenance pur- 
poses, streetsweepers, for example, trucks, such things as that. And if 
you were acquiring a corporate interest, then of course you have an 
accountability of funds within the corporation, which have to be con- 
sidered, but the point is that if they are to take a project, they ought to 
take everything that is needed in connection with it. 

Mr. Wipnatt. It would appear that way, so that they should utilize 
what is there rather than having to go out in the open market and 
purchase it. 

Mr. Russety. That is correct. 

Perhaps another example might be if there were a project that 
originally did not have stoves or refrigerators included in the mort- 
gage, in the original consideration, but it subsequently developed that 
they were advisable, the owner may have proceeded to buy them on 
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his own, and they may not be covered by the mortgage, nevertheless 
would be something that the project would need. 

Another example might A“ television antennas, which are quite 
common and were not usually thought of at the time when these proj- 
ects were originally designed. So they were handled as an after- 
thought. 

Another thing would be laundry facilities, in a number of instances, 
washing machines, and such things as that, things which have been de- 
veloped for tenant convenience. These things I don’t mean to suggest 
represent any great substantial amount of property or dollars, as 
compared to the main subject matter of acquisition here. 

Mr. Woxcorr. They are things that are necessary to maintain the 
property. 


Mr. Russexiy. Yes, sir, and to maintain it livable for military 
families. 

Mr. Wotcort. In keeping with that, the suggestion which you have 
made in your statement, these properties, if they could not be nego- 
tiated, might be condemned, might it not be desirable to use the word 
“acquire” instead of “purchase” ? 

Mr. Russeuu. I should think that would be a preferable choice of 
words. 

Mr. Rarns. “Acquired by condemnation.” 

Mr. Wotcorr. “Or otherwise.” 

The CHarman. What is the present provision in the contract to 
provide for acquisition ? 

Mr. Russetu. In this bill? 

The CuHarrmMan. No; in the agreement between the Government and 
the operator of the project. Isn’t there a provision ? 

Mr. Russewi. There is some variation oie hsgaa the provisions in the 
contract at one project as against another. They all provide for the 
operation under a lease agreement for a period of 52 years or more, so 
that it isn’t until the end of 52 years that the Government has the 
property without a lease agreement being applicable thereto, which 
turns the operation of the property over to the so-called Wherry 
sponsor or owner. 

The Cuairman. There is no provision for the acquisition of the 
property before that time ? 

Mr. Russeii. No. 

The CuarrMan. Before the expiration of the lease ? 

Mr. Russetx. That is correct. So that 52 years is the minimum, 
and some of the agreements are 75 years, and even those with 52 years 
have an option which is at the discretion of the Government as to 
whether it will be continued beyond the 52 and up to 75 years. 

Mr. Rains. There are some other suggested changes, Mr. Wolcott. 
T wish you would go over those with Mr. Russell so we we will have 
them before us, 

Mr. Wotcorr. The thought comes to me that on page 3, line 4— 
how can the fair market value of a Wherry project be determined ? 
There isn’t any market for them, is there, outside the military ? 

Mr. Russetx. I think the term is intended to mean the fair price. 
In the absence of a market, it becomes the replacement, current re- 
placement value. 

Mr. Woxcorr. I wonder if it wouldn’t be better to change that lan- 
guage to “current replacement value.” Then you determine the cur- 
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rent replacement value by the formula which you outlined in your 
statement. 

Mr. Russevu. I make the suggestion, in that regard, that that line 
4 deals with the total price. That would include the current replace- 
ment cost of the improvements and whatever else it takes to satisfy 
the cancellation of a 50-year operating agreement. So you wouldn't 
say “current replacement cost” as applicable to an agreement. I 
think we have to talk about it being a total price, which shall include 
the current replacement cost. 

Mr. Wo corr. Perhaps that is covered later on in line 6, by chang- 
ing that language “on the basis of an independent appraisal,” to 
change that to read “with the advice of the Federal Housing Com- 
missioner,” and in line 7, crossing out “fair value” and making it read: 
“reduced by the value of improvements”, and so forth. 

Mr. Russein. That is correct. 

Mr. Wotcorr. Now, in line 19 of page 3, it says there: “shall assume.” 
The word “assumption,” Mr. Rains, is rather nebulous. You can 
assume something to be a fact which is not necessarily a fact. 

Mr. Rarns. What line? 

Mr. Wotcorr. Line 19, page 3. 

If you are going to authorize the acquisition of the properties by the 
military, then shouldn’t the word “assume” come out, and if we agree 
upon the word “acquire,” use the word “acquire” instead of “pur- 
chase” ? 

Mr. Russeii. Perhaps what was meant here—certainly, first, I will 
say the word “acquire” would be better than “purchase,” in this in- 
stance, but perhaps there is a need to spell out that the military 
department shall assume responsibility for the mortgage. 

Mr. Woxcorr. Well, that can be taken care of by a little change in 
the language. 

Mr. Russewu. Yes, sir. 

Mr. Wotcorr. Then on page 4, line 2, I gather from your statement 
that you would want to strike out this language: “except that in no 
event shall the amount of difference so paid or agreed to be paid 
exceed $1,200 per unit.” 

What you would prefer, in order to make these attractive and make 
it possible for the military to negotiate for the sale, is to put a ceiling 
of $1,500 on the units, without the limitation of the $1,200. 

Mr. Russewu. Yes, sir; it would be a matter of changing the $1,200 
to $1,500. 

Mr. Wotcorr. Having in mind the other things you mentioned in 
your statement. 

Mr. Russetu. Also more particularly giving recognition to the fact 
that we are canceling an operating agreement and we are, incident 
thereto, acquiring improvements and other items that are being used 
in the project, and in addition to that, the military have, in their 
hands, for which I am of the opinion will suggest that the better proj- 
ects, which are ones they particularly would, on a value basis, at least, 
be more interested in, would not be possible to acquire on a negotiated 
basis. 

Mr. Wotcort. The restriction to $1,200 per unit would compel 
them to take the least desirable properties; is that right? 

Mr. Russexx. It would limit them only to take less desirable—well, 
I won’t say less desirable, but less expensive ones, on a negotiated 
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basis, and I also do point out, that the Secretary of the military is 
very sufficiently competent to be able to handle a $1,500 transaction, 
especially in the face of the fact that we are expecting him to go out 
and handle a $15,000 transaction, per house, for 200,000 houses. 

Mr. Rarns. Let me interrupt to just as this question : 

What if we say that on items above $1,200 that they shall have 
the right either to negotiate or condemn, and put in the alternative? 
This is the bone of contention with the military, this figure. They 
say that when they get above that figure that they feel that they 
would rather proceed by condemnation. 

Mr. Russet. I think there is an explanation here that would do 
everybody good if we were to express it here. 

I believe that, of course, the military are doing a conscientious 
job of trying to make as good a deal for the Government as can be 
made, and with this thought in mind, I think they are, incorrectly, 
afraid or concerned over the fact that if they show a figure of more 
than $1,200, that it is going: to have a tendency toward upping the 
price that finally would be reached. 

But with correct criteria, with correct information in their hands, 
and with the reliance upon the judgment which they have, only a 
correct result would be reached in negotiation, for after all they are 
handling that negotiation, and if at any time a point were reached 
where they figured that it would not be correct—it doesn’t have to be 
above $1,200 to go to condemnation, it would go to condemnation at a 
point where there seemed to be unreasonableness of value and that 
would take care of it. 

But there is no reason to hamstring the military against doing 
normal job in a normal way, in order to suggest a fictitious price. 
They don’t need the protection, unless it is from themselves, and 
certainly I don’t see any reason why they wouldn’t be able to handle 
it at that figure, and there is no sense in putting the Government to 
a lot of expense. 

Mr. Ratns. And if there was the probability of windfall, you think 
that could be taken care of by condemnation. 

Mr. Russetx. As a matter of fact, I have strongly recommended 
here that nobody in the military ought to attempt to deal with the 
problem of a windfall, and if a procedure such as FHA created a 
windfall, then I don’t think they are the ones to correct the windfall. 
We have the only really reliable source for dealing with such a 
problem, if anybody thinks it might exist, in putting it into condem- 
nation, again pointing out that a condemnation does not concern itself 
with the amount of the mortgage until after they have reached a 
conclusion as to correct value. And their decision would be the same 
whether there were a mortgage or if there weren't. 

Mr. Ratrns. I was sitting here thinking about this condemnation, 
and I am up against some of those problems in my district. If the 
Government acquires this property by condemnation, won’t there be 
a very valuable tax consideration to the owner of Wherry, which he 
would not have if this property were not involuntarily acquired ? 

Mr. Russetu. No; I don’t think it properly is defined as a tax 
advantage. It is a protection of a right, that if a person has a piece 
of property, and a lease agreement is a piece of property—it is prop- 
erty—and there is a need, in the public interest, to acquire it, then 








€ 


; 








HOUSING ACT OF 1956 419 


what this advantage is that you refer to, Congressman, is that he has 
the right to take the proceeds, and replace it with similar property. 

Mr. Rarns. In a similar investment, within an 18-month period, 
isn’t that right? 

Mr. Russewu. Yes, sir. 

So, you see, he would go from this housing, which you would wish 
to turn over to the military, and go over to similar housing. 

Mr. Ratns. If he didn’t do that within the 18-month period, he 
then would have to pay taxes on his gain. 

Mr. Russe.u. He is then confronted with exactly the same situation 
of anybody else who decides to go out of business. In other words, 
he pays taxes on the dissolution. 

Mr. Wotcorr. I am not so sure that I would have gone along with 
you yesterday, Mr. Russell, on the nice things that you have to say 
about condemnation. But this morning’s Post contains an article 
in which the condemnation award was upset by the appeals court, 
primarily on the basis that sufficient valuation was not given to the 
price the owner paid for the property. 

Apparently, that hadn’t been considered too carefully, and a person 
could have paid $50,000 for a piece of property, and the jury could 
have come in and condemned it at $35,000, without very much recourse, 
until the United States Court of Appeals ruled, yesterday, that due 
weight had to be given to the price which the property owner had paid 
for the property. That helps the situation a little bit, so there is 
reasonable assurance, if that court of appeals decision holds, that there 
will be a little more equity involved in the acquisition of property by 
condemnation. In former cases I think the United States Court of 
Appeals has taken care of this situation. 

Mr. Berrs. This thought occurred to me: 

You suggested that we change “fair market value” to “replacement 
value”. 

I wonder if in condemnation cases the law doesn’t require that 
testimony be limited to fair market value. 

Mr. Wotcorr. Well, in these Wherry houses, the fair market value 
can only be determined by the replacement cost, because a Wherry 
project, as I understand it, doesn’t have very much of a market value. 
You can’t sell them on the open market as you can a house. 

Mr. Russetu. That is correct, there has not been an established 
market experience. 

Mr. Mumma. Doesn’t it have some value by the reason of the fact 
that it has a 52-year lease? A man who purchases it today has an 
assured lease for the Government. Maybe it is for 20 or 30 years, 
during which he can depreciate the property and he has a guaranteed 
income. 

Mr. Wotcort. Yes, sir; that would be taken into consideration in 
determining the equity. 

Mr. Rarns. As I see this, Mr. Russell, frankly, I don’t think the 
military is going to want to take over these Wherry projects. So 
don’t you believe that this bill which we have before us, will have to be 
more definitive and more direct if it is really to carry out the intent 
and purpose of the military. 

Mr. Russe. Yes, sir. 

Mr. Wotcorr. I think it would be helpful in view of your suggestion 
if I get consent to put in this memorandum on the subject. . 
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Mr. Rats. I think so. 

Mr. Wotcorr. I ask unanimous consent that that be done. 
The Cuarrman. It may be inserted in the record. 

(The memorandum follows:) 


MEMORANDUM ON SUGGESTED CHANGES TO H. R. 10885 


Page 2, line 17: (1) As only the equity interest is to be acquired it may be 
desirable to acquire the corporate mortgagor as a means of maintaining the exist- 
ing mortgage relationship. 

(2) Authority to acquire should include inventory of maintenance supplies 
and equipment on the project at the time of sale to insure continuity of operation. 

Line 19: The military requested, approved and accepted existing Wherry proj- 
ects. No Capehart units should be programed unless housing needs are in excess 
of existing capacity. This provision will act as a deterrent to overprograming 
Capehart units. Wherry occupancy is voluntary and will decline wherever 
Capehart-type units are available. Maximum utilization of both Wherry and 
Capehart units is possible only if both are under full military control through 
prior Wherry acquisition. 

Page 3, line 4: Wherry projects have no “fair market” value. Like other 
military supplies’ value to the Department of Defense is and should be computed 
on the basis of replacement cost. Value of a 16-inch shell to the Department of 
Defense is not market value but replacement cost. 

Line 6: Federal Housing Administration has original construction cost esti- 
mates and actual construction costs not only of every Wherry project but also 
other housing projects in each location. Federal Housing Administration is there- 
fore uniquely qualified to advise the Department of Defense on the amount of a 
fair purchase price. 

Line 19: No advantage is derived by the Department of Defense in assuming 4 
mortgage. Assumption might be construed as an increase of the national debt. : 

Line 25: To induce seller to consent to a deferred purchase payment interest at q 
a rate equal to the mortgage obligation should be paid. 

Page 4, line 2: Price limitation is unfair to owners of most desirable projects 
including those who have made capital expenditures after initial occupancy. 
Department of Defense should acquire best properties, not the cheapest. Formula 
provided is ample protection against overpayment whether the purchase price is 
$500 per unit or $1,500 per unit. 
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Mr. Rays. I have no further questions. 

Mr. Wipnatu. Mr. Chairman. 

The Cuatrman. Mr. Widnall. 

Mr. Wipnati. Do we have an up-to-date report in the record as to 
the occupancy of Wherry housing? 

Mr. Russet. I have one here that I would be glad to see put into the i 
record. It is the report as of March 31, 1956. This is the latest one. 

Mr. Wipnatxi. Would you offer that for the record ? 

Mr. Russevv. Certainly. It shows, I believe, 20 percent of the 
Wherry project locations, with a vacancy condition—or I should say it 
the other way around, an occupancy condition of less than 95 percent, : 
or in default or foreclosed. . 

(The report follows :) 
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WuHERRY Hovusine ASSOCIATION, } 
Washington, D. C., April 27, 1956. : 
My Dear Sir: The following sets forth the title VIII Wherry Housing projects 


less than 95 percent occupied, in default or foreclosed as of March 31, 1956, as 
reported : 
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Project | Number Units Occupied, 
| oi units vacant percent 
| 

Deseret Chemical Depot, Tooele, Utah-................_-.-__} 26 124 7.6 
Northwest NCS, Norfolk County, Va-_-_._-......-.- LE STF 26 12% 51.9 
Tobyhanna Signal Depot, Tobyhanna, Pa__-----_- ee 200 91 54.5 
Hill AFB, Ogden, Utah- -- te ee ee ree eS 350 | 1135 61.4 
Richland AEC, Richland, Wash----..-...-..-.--.-..--- cole a 500 1 167 66. 6 
Milan Arsenal, Milan, Tenm_-----__--_- bf erect bacenet 100 | 32 68.0 
Monogram NCS, Newport News, Va_.....-.......---_.--- 20 | 6 | 70.0 
Letterkenny OD, Chambersburg, Pa----- 48 14 70.8 
Fort Campbell, Hopkinsville, Ky - ti ee 1, 200 | 339 71.7 
Naval Powder Factory, Indian Head, Md___...______-- ‘ 379 | 102 73.0 
Blue Grass OD, Richmond, Ky_-__-_-_- 1M MEE 65 |} 17 73.8 
Green Cove Springs NS, Green Cove Springs, Fla________- : 392 95 75. 7 
CIR I oo Si cicccnmeenenacsesnsnyice 554 110 80.1 
Utah General Depot, Ogden, Utah_.__..._-__- See Aa 53 10 81.1 
Randolph AFB, San Antonio, Tex_____---- aE 612 | 114 81.3 
Atlanta General Depot, Atlanta, Ga__._____.__- — 125 2% 81.6 
Newport Naval Base, Newport, R. I__.._-.---.-.----.--- } 156 25 83.9 
Kelly AFB, San Antonio, Tex____--_- Cd Dhe Saltese Aro D 592 94 84.1 
Navaho Ordnance Depot, Bellemont, Ariz__.________.___._.--- 69 10 | 85.5 
Sierra Ordnance Depot, Herlong, Calif-............-...--.--- 125 18 | 85.6 
Tooele Ordnance Depot, Tooele, Utah____.....-.__-_--- 25 | 3 88.0 
Wolters AFB, Mineral Wells, Tex_.--.-.....-.-.------------ 500 55 89.0 
Whidbey Island NAS, Whidbey Island, Wash__.-_-_______-_-_| 300 32 89.3 
Olathe NAS, Olathe, Kans__--...._.....--....-.-.---- Pol 196 20 | 89.7 
Little Creek Amphib., Norfolk, Va_.......-.------------- 400 37 | 90.7 
Mountain Home AFB, Elmore, Idaho_-_.._.-......-.----_--- | 500 44 | 91.2 
ee ey Be ER. SO eS ee ee eee oe 1, 000 65 | 93. 5 
Stockton Annex, Stockton, Calif.!...................-...----- 4 es 3 a i oO 
Red River Arsenal, Texarkana, Tex., foreclosed__--...-.....--| SD ETERS SP, Sees ee 
Naval Ammunition Depot, Martin County, Ind.!_______- . ie ee 
Paducah AEC, Paducah, Ky.!................-..--.---.-.----] pF eee Bees 








1 In default. 

Mr. Mumma. Are youstill getting the rents? 

Mr. Russet. I think there may be some misunderstanding about 
that. The Government does not make any arrangement to compen- 
sate for any vacancies in the Wherry housing. Actually, it stems 
from the original thinking, the original thinking depended upon a 
scarcity of housing. They pointed out that there was a need so great 
that this housing would always be occupied. ‘They set the figures 
very low and restricted the profits so that you would make the amount 
of profit, with 3 percent vacancy only considered, and allowing for 
the turnover, loss of time between tenants, so you can appreciate how 
sensitive this Wherry is to any condition which develops, such as, for 
example, additional housing which would come in. 

Mr. Wipnatt. There is one example of Wherry housing where the 
occupancy has never been more than 50 percent. 

Mr. Russet. There is one example, I believe, where the occupancy 
is 7 percent. 

Mr. Wipnatu. And those cases, despite the certification of the 
need originally by the military, the sponsor has actually lost the proj- 
ect, hasn’t he, through foreclosure or default ? 

Mr. Russeiu. Yes, sir, there are such instances where they have 
lost them, and there are others where they are in the process of losing 
through a default, a default provision. 

I might point out that the maximum use of a Wherry would be 
under the circumstances where the Government were operating the 
housing, because then if there were 10 military families, there would 
be 10 tenants. 

Mr. Wipnatt. Actually, if Capehart housing was built where 
Wherry housing was in existence, that presently had vacancies, or 
where very few were on the waiting list, wouldn’t that destroy the 
value of the Wherry housing completely ? 
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Mr. Russevi. Yes, sir, it would concentrate all the vacancy in 
the Wherry. 

Mr. Wipna.u. So that if there were no acquisition by the Govern- 
ment, or no firm commitment by the Government, the Wherry sponsor 
would lose everything he had in the project. 

Mr. Russet. Yes, sir. 

Mr. Wipnatt. And have no place to look for tenants, except in 
exceptional circumstances, 

Mr. Russet. Yes, sir. 

Mr. Wipnatu. Do you have any instances of delay by the military 
in acquisition of a Wherry project, where they have started negoti- 
ation ¢ 

Mr. Russet. Yes, sir. 

As a matter of fact, the military in no instance have proceeded with 
an acquisition, they have not acquired any Wherrys, and they have 
seemed disinclined to do so. Not only are they disinclined, but in 
addition they have expressed the excuse or the reasons for it to include 
such things as the impossibility of being able to get an independent 
outside appraisal that they could use properly. 

I know of instances where they have been in the process of getting 
around to getting an appraiser or considering it, in instances where a 
Wherry project was having occupancy trouble, but yet, if they ac- 
quired it, they know it would cure it, because they have a need. 

Mr. Wiwnatt. So if it could be spelled out that in the event of 
acquisition, they should take the FHA estimates, or some similar stand- 
ard, it would be a much better procedure? 

Mr. Russeix. A current estimate which expresses the current re- 
placement cost would be an adequate guide. Then they could proceed 
with intelligent information at their disposal. And that is all they 
need. The other is just an expensive complication. 

Mr. Wiwnatt. That is all. 

The Cuatrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman. 

It seems to me that where the Secretary of Defense takes over Wherry 
housing, that it should be taken over at the cost to the sponsor, perhaps 
allowing for depreciation, but not forcing upon him a loss not at- 
tributable to his own fault. In most of these projects, you can show 
the actual cost, so there is no chance of a windfall, isn’t that correct? 

Mr. Russeiu. The unfortunate situation is that the only kind of a 
situation that would show up, insofar as costs are concerned, would be 
that it would be lower than the value and lower than the true cost. 

Some of the reasons for this are differences in accounting procedures, 
Some projects, under acceptable accounting procedures, have charged 
interest during some part of the FHA allowance for construction pe- 
riod, to operation ; others have capitalized. 

In one instance, where he capitalized, that would be a part of his cost. 
In the other it would not be a part of his cost. 

In some instances there was no overhead charged to accomplish the 
construction. That amounts to 3 percent, as a standard figure. 

In some instances, they did charge the overhead. 

In other instances, the work was accomplished by an outside concern. 
Nobody even knows what his costs are. 

In another instance the people may have not charged any builder’s 
fee, or no architect fee, and so forth. 
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It is a very muddled situation, if you go back to original costs. 

But. the important thing, in canceling an operating agreement, and 
incident thereto acquiring the improvements at their remaining life 
value, is that you have to concern yourself with what is the value now ; 
what would it cost now, less the wear and tear. 

That is the answer you must come up with insofar as the value of 
improvement are concerned, and if today you acquire a Wherry, it is 
no different than if today you buy a title LV house. You pay today’s 

rice. 

Mr. O'Hara. Well, the fact is, isn’t it, and I don’t know whether this 
is a fair question to ask you, because you are representing a group and 
not an individual, but there are some of these projects which were built 
better than others ? 

Mr. Russeuu. Yes, sir. 

Mr. O’Hara. And in any legislation that might be enacted, care 
should be taken that those who didn’t do a good job and sought a wind- 
fall, shouldn’t be benefited, and at the same time those who did do a 
good job should be equitably protected from a loss not occasioned by 
their own fault. 

Mr. Russein. Yes, sir. There are two provisions then that could 
take care of that. 

Mr. O’Hara. I have seen the cost figures on 1 or 2 projects where a 
complete record was kept and in these instances there would be no 
difficulty in proving the costs. 

Mr. Russeiy. There are some cases where the costs are defined, par- 
ticularly where the work was done in one corporation—the sponsor 
was also the builder. Then the only deficiency, not reflected in the 
costs, are the things which were done without charge. 

Mr. O’Hara. I don’t know that I quite understand. 

Mr. Russeti. We were talking about whether or not the books of the 
owner corporation always reflect the actual cost, actual original cost 
and of course, the answer to that has to be the demands on how the 
costs were handled, accountingwise. 

Mr. O'Hara. Well, that doesn’t clarify it in my mind. If a man 
buys something, or he builds something, he keeps some accounting 
of costs. It is dangerous to proceed on the statement of some builders 
that “We can’t fix the costs, because we don’t know what it did cost.” 

Mr. Russet. Also, there are many things that in one project would 
have to be done free, for the company. In another instance they 
would not be. However, I do want to point out that whatever the 
costs are, as reflected on the books the FHA and the military both 
already know whatever that is, so they have that information, but the 
important thing here is not how much the books show a thing costs, 
but how much it is worth. So what you want to be certain of is that 
the Government gets value, and the way to do that is to arm your 
Secretary of the military with the information which he needs, tell 
him how high you will let him go, using good judgment, and then, 
if there is any doubt or disagreement, or a possibility that an excessive 
mortgage might be confusing somebody as to what the true value 
is, because there is an implied assumption that maybe the value is big 
because the mortgage is big, and that if he thought such a condition 
existed, then the solution to getting a correct determination of what 
is the value, the true value, without any regard to anything, is the 
condemnation procedure, because the competency of the procedure, 
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including appeal, makes certain that all parties are dealt with fairly. 
The final result has got to be a fair one. 

Mr. O'Hara. I will agree with you, but if we want to avoid the 
delays incident to condemnation, can we agree on this: 

Where the Government is erecting new military housing, which will 
take away the rental market of existing Wherry housing, the armed 
services should, in proper cases, take over the Wherry housing at a 
figure based upon cost and protecting the builder from loss. 

Do we agree on that? 

Mr. Russet. Yes, sir. 

Mr. O’Hara. It is merely equity, isn’t it? We are moving in and 
taking over the housing demand by erecting military housing, and 
therefore there are not enough tenants for the Wherry housing. So 
we propose to let the sponsor of the Wherry housing out without loss, 
isn’t that right? 

Mr. Russetz. Well 

Mr. O'Hara, But, under the circumstances there should be no allow- 
ance for profit if we wish to guard against windfalls. 

Mr. Russetxi. Well, certainly, it was held out to the man that he 
was to operate this property at a profit. So he already is making a 
profit, and if you want to stop his profit, you settle up with him on 
only its current value. That is all. So you are not giving him a 
profit, an extra profit. I think that takes care of what you are con- 
cerned about. 

I am simply saying that this property, in which he has, and “prop- 
erty” includes the agreement, has a current value. He has built houses, 
and he has invested money, and he has invested services, and he is 
supposed to be paid at a certain rate over a period of years. 

Now, if you want to reduce the number of years, if you want to 
cancel it off, then you have to pay him only the costs and profits to 
date. That is all. And the procedure for accomplishing that is to 
consider the replacement cost of these assets as of the cutoff point, 
less wear and tear as of the cutoff point. 

Mr. O’Hara. I am afraid you and I don’t entirely agree. I think 
the sponsor of the Wherry housing should be protected against any 
loss in his investment due to erection of new military housing, but 
equity does not demand that he get a profit and certainly the element 
of anticipated profits should not go into the valuation. 

Mr. Russeti. Perhaps I can make an explanation that would help 
this thinking. If I were fortunate enough that my father had given 
me a hundred acres, that he paid a dollar an acre for as a boy, when 
he was a boy, and the Government needed that hundred acres now, 
would you say that a proper procedure would be that we see that I 
not lose any part of the hundred dollars an acre that it is worth 
today, or must you say that what he paid for the hundred acres, 
would be a fair price for the Government to pay and a fair price for 
me to receive? 

Mr. O’Hara. I think your illusion points out our difference. 

The Wherry sponsor went in. He anticipated his tenancy coming 
from military installations. It is a specialized field of housing. The 
housing was for occupancy by personnel of the armed services. If 
later the armed services comes in with its own houses the Wherry 
sponsor suffers because not enough tenants are available to him. It 
then becomes a matter only of protecting the builder of these spe- 
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cialized military housing units from the unfair situation that the 
military has created by reducing the number of prospective tenants. 
You let him out with a whole skin, but you should not dress him up 
with profits that have not been earned. This isn’t like where one 
goes into the general field of real estate and buys property, and then, 
through a combination of many circumstances, the property increases 
inv alue. 

Any increase in the value of the military housing comes from the 
increase of available military prospective tenants, not from the gen- 
eral development of the community. It is strictly in the military 
field. 

So I must disagree with the comparison to a transaction in the 
general field of real estate, where a man invests in land, and the land 
goes up in value, and after a period of years the original purchaser 

can expect to make a profit from the increased valuation. 

Mr. Russeti. Well, fortunately, we are not concerned with the in- 
crease in the value of land in virtually every instance here, because 
the land is not a part of the improvements. In most instances the 
(yovernment furnished the land itself. 

Mr. O’Hara. Yes, sir; I understand that. 

Mr. Russet. But that is one of the very good things about the 
condemnation procedure, Congressman. If the Secretary of the mili- 
tary, under this authorization which you would be giving him here, 
had any difficulty with anybody, any owner, over what is a fair price, 
a reasonable price, one that is favorable to the Government, the next 
step is the condemnation procedure, which guarantees that the Gov- 
ernment will not pay more than you feel they should pay, because 
their decision in it would be right. 

So that, I think, is the most important thing you need. And that 
is that the Government’s interest certainly would be protected in a 
way that is fair to the other party as well. 

You have a situation here that even borders on more than moral 
obligation. I will point that out. As a matter of fact, the Govern- 
ment, in this case, enters into an agreement, in which they alone rep- 
resent that there is a need. They are the only ones that know. The 
owner has to rely on that. After he has relied on that, the very party 
to the agreement, the Government, would come along and would build 
houses and confiscate the tenants. They have taken something from 
the person they made a previous agreement with. It is a matter that 
would have to be resolved, because ‘they are taking away the utility of 
the property, the livability of the property, by this act, and it has 
legal involvements, and those are things better to contemplate and 
provide for adequately, than to ignore. 

Thus, a sensible procedure w ould be to let the people settle it before 
they proceed with changing. 

The Cuamman. If negotiations break down, it is imperative that 
the Government acquire the property through condemnation pro- 
ceedings. 

Mr. Russetu. Yes, sir. 

The CiramMan. That is the only way they can get it by due process 
of law. 

Mr. Russeti. Yes, sir; and be absolutely assured that the result 
will be fair to the Government. 

The Cramrman. Who would have jurisdiction ? 
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Mr. Russevx. The Federal court. 

The CHarrman. Well, I don’t think we could write into the law 
what would be the elements of value in that kind of a proceeding. 
That is a question of fact for the jury, isn’t it? 

Mr. Russewn. Well, as a matter of fact, it is a lifetime judge, and 
not the jury. 

The Cramnan. If we didn’t do that, he could say his property was 
being taken without due process of law. 

Mr. Rarns. Of course it can be by a judge or jury. 

Mr. Russet. It is at the discretion of the Government, I understand. 
I don’t know about that. 

The Caiman. There is no question but what you favor condemna- 
tion proceedings to obtain a just verdict in these matters. It is up to 
the owner as to whether or not condemnation proceedings will be 
used. If negotiation fails, that is the only other method of getting 
the property. 

Mr. Russetx. And if he attempts to be unfair, then he knows, if he 
is overenthusiastic about the value, or seizes upon this as an opportun- 
ity to endeavor to extract an exorbitant price, this is the assurance 
that not only can happen but as a matter of fact it is bound to make 
him very reasonable. 

The Cuairman. It ought to protect both sides. 

Mr. Russetu. Yes, sir. 

Mr. Wipnae. On some projects, isn’t it true that they have de- 
teriorated through lack of maintenance, as a result of failure to get 
the income that had been projected for the original project ? 

Mr. Russetu. I think that is true in instances, yes, sir, perhaps iso- 
lated. 

I do want to point out that those are all factors that properly are 
to be taken into consideration in arriving at value, and I also do point 
out that it is costly to everybody that a situation of hardship due to 
vacancy can exist, and as a result force austerity on maintenance, 
because for every thousand dollars that you do not spend in main- 
tenance, when it should be spent, you create a situation where it has 
cost more than a thousand dollars, perhaps $5,000 of loss of value, if 
you allow it to continue for any appreciable time. 

Mr. Wipnatr. Well, that has occurred in instances where the mili- 
tary has promised a certain amount of occupancy, and it never ma- 
terialized, or through later action of the military, occupancy was 
seriously affected. 

Mr. Russetx. Yes, sir, and this of course is working an undue hard- 
ship on the military families, because they are sharing in this mis- 
fortune, too, 

The Cnarrman. I may say that we have two more witnesses, and 
it is already half-past 11. 

Mr. Nicnorson. Mr. Chairman. 

The Cuarrman. Mr. Nicholson. 

Mr. Nicnotson. What about these people who build houses around 
a camp, and then the camp builds four or five hundred themselves, and 
takes the four or five hundred servicemen that are in that camp and 
puts them in the camp, what are we going to do about those people 
who built houses for them ? 


Mr. Russe.y., Well, first of all, I think it should be considered a 
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fundamental principle that the Government should not program 
housing in substantial community areas, for there are so many places 
where the Government unavoidably must make investments. 

Mr. Nicnotson. Well, they have, and the excuse is that they need 
this personnel so that they can go to work in 5 minutes or 10 minutes. 

Mr. Russet. Of course, there is the importance of the military need. 
That sometimes must transcend what otherwise would be economy, 
or a preferred method of providing family housing. 

The first objective of the military, necessarily, has to be to defend 
the country. 

So if, for example, at an Air Force installation they must have every- 
body in the air within 3 minutes, they have got to have them under 
some control. 

Mr. Nicuoxson. In the meantime, the man who has built the house 
loses his 12 or 15 thousand dollars. 

Mr. Russeti. Of course, I will say this: That it is of concern to 
that man, but at least there is a difference between that situation and 
another, like for example the Wherry, where he hasn’t built this 
house pursuant to a Government contract on which the Government 
has a positive responsibility and a guaranty position in addition, 
perhaps. 

Please understand, Congressman, I am not saying that I would be 
happy to hear that such a misfortune had befallen anyone, but I am 
only distinguishing between the difference in one case over another. 

The Cratrman. We are very glad to have had your views, Mr. 
Russell. I am sure they will be considered by the committee. Thank 
you very much. 

Mr. Russevi. Thank you, Mr. Chairman. 

Mr. Rats. I would like to note for the record that a week from yes- 
terday we will hear the other side of the story from General LeMay. 
[ am delighted by that fact. 

The Cuairman. The clerk will call the next witness. 

The Cierx. Mr. Karl Meister, accompanied by Dr. Herman Wil- 
son, representing the National Committee on Aging of the National 
Social Welfare Assembly. 

The CuairmMan. You may identify yourself and proceed. 


STATEMENT OF KARL P. MEISTER, ACCOMPANIED BY DR. HERMAN 
WILSON, REPRESENTING THE NATIONAL COMMITTEE ON AGING 
OF THE NATIONAL SOCIAL WELFARE ASSEMBLY 


Mr. Meister. Mr. Chairman, members of the committee, I am Karl 
P. Meister, executive secretary of the board of hospitals and homes of 
the Methodist Church, an agency which is created under the authority 
of the general conference which meets quadrennially and is the law- 
making body of our denomination. 

Also, I represent the National Association of Methodist Hospitals 
and Homes which represent the organization of administrators, presi- 
dents of boards, presidents of auxiliaries, and other officials of 204 
institutions. 

Our board has the authority of the Methodist Church to establish 
standards and give consultation to all of these agencies. 
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I also represent the national committee on aging. 

I have with me Dr. Herman Wilson, who is at the present time the 
administrator of Asbury Methodist Home for the Aged in Gathers- 
burg, Md., who also has been president of the Methodist. Association 
of Hospitals and Homes, and is at present a, member of the executive 
committee of that body. 

We thave come here today to speak in the interest of housing and 
programs for the care of our older citizens. 

I wish to present two statements, the first a formal one by the na- 
tional committee on aging, of which, as I have indicated, I am a 
member. 

Then, secondly, I present from my own manuscript, with regret 
that I have not been able to prepare copies for you, but I think I can 
be understood as I present it, a statement concerning the work of our 
own denomination, and the interest which we have in this field of 
care for the aged, especially as related to the development of adequate 
housing facilities. 

The formal statement from the national committee is this: 

Something to do, and a place to live—these are the two great needs 
that time puts upon all those who live into old age. At present, any 
older person who finds in his community the means of satisfying 
either of these needs is lucky. It is a safe guess that during the last 
half of this century, there will be no community in which the needs 
of the elderly are not reckoned with in a fair share of the building 
which is done. 

The number of people 65 and over in this country is increasing 
every day. By 1960 there will be nearly 16 million people in this 
age group. How many of these will want or need new housing, no 
one can say. However, 1950 housing census data revealed that nearly 
30 percent of the dwellings owned by this age group were substandard 
and 43 percent of those rented were substandard. On the other hand, 
30 percent of the dwellings owned by those 65 or over had a value of 
$10,000 or more. 

These houses of higher value, however, are not necessarily suited 
to the needs of older people. Twenty percent have 7 rooms or more, 
and are often relics of a former day when families were larger, land 
and building costs lower, and large houses in vogue. 

Since the need for a smaller space is characteristic of very young 
as well as older families, there is a much larger potential market for 
the small house than is currently realized. Also, since many of the 
of the architectural features essential to the health and safety of 
older people are also convenient for younger people, the same type 
of housing may be suitable for both young and elderly families. 

Contrary to popular opinion, the aged are not concentrated in a 
few States with equable climates. The high percentage of older people 
and their housing needs affects every State and community, though 
the specific needs may vary with the local population. : r 

The most significant fact is the large number of single people the 
majority of whom are women. Only about 44 percent of those 65 
and over in 1950 were married and living with a spouse. The rest 
of the aged—nearly 3 out of 5—have no husband and wife households. 
More than half the women in this age group are widowed, and about 
one-fourth of the men. This tendency points to an increasing number 
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of unattached elderly women who will need living accommodations 
suited to their circumstances. 

There is a tendency to equate age with low income. In 1950, nearly 
two-thirds of all aged men had annual incomes under $2,000. The 
income status of older people in the future will be greatly changed 
for the better with increases in social-security benefits and the growth 
of industrial pensions. While there is a great problem of providing 
good housing for older people at a price they can afford, there is a 
market for housing in a wide range of income groups. 

The national health survey showed that— 

On any given day, 1 in every 7 men and women aged 65 and over is disabled, and 
4 out of 7 of these (8 percent of all aged persons) are disabled because of major 
chronic diseases or impairments. 

Suitable housing for older people is scarce (and even serious con- 
sideration of the need is very recent. In the past few years, there 
has been a great deal of talk and some experimentation. Every 
community that has surveyed the needs of its older people has placed 
high priority on housing. Actual experience, however, is spotty and 
widely scattered. 

Many older people desire a small house situated like any other 
house in a normal community. Few of these have so far been built, 
in part at least, because of the difficulty of favorable financing for a 
1-bedroom house. 

There are also retirement villages. In their simplest forms these 
are real-estate developments containing small individual houses de- 
signed for sale, with a small downpayment and monthly payments 
within retirement income. 

There have been some small experiments with small single housing 
units within the larger community, such as Cobbs Hill Village in 
Rochester, N. Y., and the housing project of Senior Center, Santa 
Barbara, Calif. 

The first apartment house for older people in this country was 
Tompkins Square House erected in 1929, through the gift of a donor, 
and is operated by the Community Service Society of New York ona 
uonprofit basis. 

There seems to be developing a new “twilight zone” in housing for 
older people which takes into account both the desire for independence 
and the potential need, particularly in the late seventies and eighties, 
of increasing amounts of protective and health care. These new 
plans call for a sort of campus plan, with facilities for a wide range 
of living arrangements—from cottages or other independent house- 
keeping units to an infirmary. The plan allows residents to transfer 
from one type of facility to another as their changing situation may 
suggest. Many of these developments are now being undertaken by 
national, religious, and fraternal groups who formerly limited their 
facilities to institutional care. 

There is continuous expanding need for homes for the aged. A\l- 
though every effort should be made to help older people maintain 
independent lives, there comes a time when a certain proportion need 
the protection which “sheltered care” in a home for the aged provides. 
The average age at which applicants seek admission has changed from 
around 65 in 1940 to around 78 in 1955. The average age of resi- 
dents in 1940 was 70-75. Now it is 80-85. The infirmary care which 
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‘an be provided as part of the home program keeps many out of 
general hospitals. 

This brief survey of need and report of experience and experimenta- 
tion in the field of housing the aged indicates the wide range of 
buildings needed, and the broad comprehensive kind of legislative 
program to help the country to progress in meeting the need. 

And I have in my hand, Mr. Chairman, a brochure which an- 
nounces an architectural competition just released in the last issue of 
Modern Hospital, which is being sponsored by the national committee 
on aging of the National Association Welfare Assembly. 

This is an indication of the tremendous demand for housing and 
sheltered care generally in this field. 

Mr. Ratns. How large an article is that on engineering for the 
aged ¢ 

Mr. Metster. Well, this is a rather large document, Mr. Rains. 

Mr. Rarns. I was hoping if it had any suggestion as to housing for 
the aged that we might include the document in the record if it wasn’t 
too extensive. 

Mr. Merster. I will be very glad to leave this with you and include 
it in the record. 

Now, if I may conclude with a brief statement concerning our own 
experience and the work with which we in the Methodist Church have 
been trying to do, and what I say here concerning what we are trying 
to do can likewise be said of other organizations similar to our own 
in this Nation of ours. 

I am sure you will allow me to quote from the Episcopal Address 
given to the recent General Conference of the Methodist Chuch which 
was in session in Minneapolis, Minn., Wednesday, April 25, 1956, to 
May 7. The Episcopal Address is a statement signed by all of the 
bishops of the Methodist Church. That address devoted a consid- 
erable section to the question of human welfare, and made this sig- 
nificant statement in the first paragraph: 

The public interest in human welfare owes its origin to the church’s concern. 
Before a social conscience developed regarding the handicapped in life there 
was a Christian conscience seeking to carry the healing ministries of Christ to 
these neglected groups of society. Even today when such a large part of human 
welfare is directed by secular agencies, the motivation for the public support of 
these agencies comes from church sources. The increasing public concern for 
health and social services is a tribute to the Christian Church which first spon- 
sored them and a testimony to the continued need of the church’s interest in 
their provision and direction. 

This puts our Methodist Church at the very heart of matters per- 
taining to human welfare, and today especially as they are related to 
the care of our aged folk. 

It is our purpose to do everything possible to add years to life but 
more especially add life to years through sympathetic service, under- 
standing, and individual attention. No phase of activity is over- 
looked, and the spiritual, mental, and physical hungers are met with 
love and assurance. 

I am here today to express support for any measure that will make 
possible the development of more and better housing for the older 
citizens of our Nation, such as House bill 10157. 

Referring further to the address made by the bishops of the Meth 
odist Church, they state: 
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The question of current maintenance as well as policy of expansion in the 
establishment of new institutions calls for a pronouncement and a plan for this 
general conference. 

The committee on hospitals and homes of that body recommended 
for thorough and thoughful consideration a 12-point program under 
the subject of Christianity in Action. In that 12-point program these 
items were lifted up. 

1. Cooperate as possible with national, church, and public health 
and welfare departments. 

2. Develop homes for older persons to meet increasing needs. 

I have quoted these matters only to state to you the position of the 
chureh in its desire to increase the facilities for the care of older 
persons. 

The Board of Hospitals and Homes of the Methodist Church now 
has 77 homes and agencies caring for our older citizens related to it 
and for which it has responsibility in establishing standards of opera- 
tion. It is our hope that measures may be adopted whereby these 
homes can be increased and other facilities established. 

Our board has recommended to the church in keeping with the 

considerations of the general conference that— 
every annual conference of Methodism should develop at least one home for the 
aged in the next 5 years. 
This can be done in addition to existing institutions if funds are made 
available as suggested in H. R. 10157. Ths would make it possible 
for us to add 102 additional facilities, thereby meeting at least a part 
of the need now existing. 

Once the capital investments are provided for these agencies, they 
can be operated largely on a self-supporting basis out of income which 
individuals may now have. We have attended a place in our social 
and economic life where every citizen in our States is eligible for some 
sort of income from the many sources now available. 

We urge the adoption of adequate measures properly protected to 
make these goals attainable, not only in our organization but in other 
like organizations throughout the country. 

Now, if you have any questions, gentlemen, we are here to answer 
them, if we can. 

This concludes my formal statement. 

Mr. Brown (presiding). Are there any questions? 

Mr. Rarns. Because of the lack of time, Mr. Chairman, I have no 
questions, but I want to tell you that I deeply appreciate the fine 
support you give to the housing for the elderly, and say that I don’t 
know of any Detter ally in getting it passed than the great Methodist 
Church, and I appreciate your appearing before us. 

Mr. Meister. Thank you very much, Mr. Rains. 

Mr. O’Hara. Mr. Chairman, may I add my thanks to Dr. Meister, 
who is one of our outstanding civic leaders in Chicago, and tell him 
how much I appreciate his being here and make this great contribu- 
tion to our study of the housing need of our elder citizens. I am sure 
the committee deeply appreciates the valuable service in this field of 
the great Methodist Church. 

Mr. Brown. Are there any other questions? 

If not, we are-very glad to have your views, and certainly they will 
be given careful consideration. : ; 
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Mr. Mersrer. Thank you. 

If we can be of further service, please do not hesitate to call upon us. 

Mr. Brown. The clerk will call the witness. 

The Cierk. The next witness is Mr. Ira M. Patton, appearing in 
behalf of the American Hotel Association. 

Mr. Brown. Mr. Patton, I will ask Mr. Rains of your State to 
introduce you to the committee. 

Mr. Rains. Mr. Chairman, and members of the committee, it is a 
real pleasure to have before this committee my good friend, Mr. 
Patton, manager of the Tutwiler Hotel in Birmingham, Ala. 

I want to tell him how glad we are to have him here. He has, also, 
a hotel in Atlanta, Ga., the Dinkler-Plaza. 

It is a pleasure, Mr. Patton. 

Mr. Parron. Thank you, sir. 

I have a prepared statement, and I will proceed to read it. 


STATEMENT OF IRA M. PATTON, MANAGER, DINKLER-TUTWILER 
HOTEL, BIRMINGHAM, ALA. 


Mr. Parron. Mr. Chairman and gentlemen of the committee, I am 
Ira M. Patton, manager, Dinkler-Tutwiler Hotel in Birmingham. 
1 appear before you today as the only witness who will represent the 
hotel industry in connection with your current hearings. 

As many of you know, we have been fearful, in recent years, that 
the diversion of permanent housing to transient occupancy might 
easily impair the solvency of the Nation’s hotels. I want to emphasize 
to you that our concern is not something that is selfish and unrealistic. 
Actually, in my own city of Birmingham, there have been several large 
FHA-financed apartment buildings which have been renting tran- 
siently for a number of years. Many days, these properties would 
just skim off enough transient business to throw the Birmingham 
hotels into the red. Because of the favorable interest rates, and 
amortization procedures under FHA, the overhead of these properties 
is far less than in a privately financed hotel. As a result, they can 
undersell us substantially. 

Your committee has been very patient with spokesmen for our 
industry during the past 5 or 6 years. And, in 1954, you wrote into 
the Housing Act a clear-cut prohibition against transient rentals in 
any multiple-housing projects built thereafter. You took the view 
that any diversion of FHA housing to transient use was detrimental 
to the permanent housing objectives for which the program was de- 
signed. We feel that this is definitely true. 

But we continue deeply apprehensive that this 1954 prohibition, 
carried in section 513 of the act, may be bypassed or sidetracked in 
the zeal to expand upon the housing program throughout the country. 
May I cite four situations which give us considerable concern: 

1. Military housing: Once again, spokesmen for the Department 
of Defense, and for the building industry generally, are advocating 
a stepped-up program involving military housing. We believe that 
it is fitting and proper that adequate housing, of a high order, be 
provided for those commissioned and noncommissioned “officers who 
are serving in the Nation’s Armed Forces. But military activities 
being what they are, there is a mobility necessary, in connection with 
any training program, that makes it extremely difficult to establish 
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on-site housing without running the grave risk of building ghost 
cities, and excess home facilities, whenever a military base is deacti- 
vated, or the personnel substantially reduced. Be 

Out in a western State, adjoining an airfield, much of the military 
housing which has been built several years ago lies idle. This fol- 
lowed the transfer of troops to other locations. Subsequently, the 
defense housing involved in the project attempted to rent transiently. 
When the FHA called their attention to the fact that such practices 
were barred, they appealed to their Senator, claiming that a selfish 
group, the hotel industry, was pushing them to the wall. Their Sena- 
tor introduced a bill, proposing to approve transient rental practices 
on the part of any FHA establishment which was found to have rented 
transiently prior to May 28, 1954. And we were regarded, by some 
members of the committee, as being terribly unfair when we pointed 
out that such action would serve to reward those FHA borrowers who 
had been violating the statute and the regulations prior to May 28, 
1954. 

Similarly, your committee has been faced, in the past, with com- 
parable proposals. One of these advocated that any defense housing, 
on or near military bases, could be rented transiently, if the claim 
could be made that there was no demand for permanent housing in 
that area. 

May we call the attention of your committee to the fact that the 
report, accompanying S. 3855, released by the Senate Banking Com- 
inittee, carries a clear-cut warning against too great an expansion 
of this military housing, fearful that this oversupply of housing fa- 
cilities might become widespread. 

2. Housing for elderly persons: A very laudable innovation has 
been advocated by the Senate committee in the form of specially built 
housing, of an economic character, which can be rented to elderly 
persons. Here again, the public interest might easily be served, to 
a substantial extent, by authorizing construction of this type. We 
will be earnestly cheering such a proposal, hopeful that it may suc- 
ceed. But we want to point out one aspect of the program which gives 
us considerable concern. May I describe the situation we have in 
mind. 

It seems to us that the citizen who has considerable means will ex- 
pect to provide his own housing through his declining years. It 
seems, therefore, that it is the person of relatively lesser means who 
would be the primary prospect for this new program. In his ease, a 
modest rental would undoubtedly be essential. The most economical 
type of housing, for the elderly couple, would probably be an efficiency 
apartment. This would provide all the space needed for a man and 
his wife. But a building containing a large percentage of efficiency 
apartments could easily be converted overnight to transient occupancy. 
And to guard against such eventuality, we think that section 513 (e) 
should be amended to include a prohibition against transient rental 
of such housing as might be built for elderly persons, which, in the 
bill before you, is section 229, That section already prohibits 
transient rental in housing built under sections 207, 213, 220, 608, 803, 
and so forth. 

3. Urban renewal projects: This is the third category of housing 
which we would like to discuss. Section 220 involves the provision 
of housing accommodations in distressed sections of our American 
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cities. And, without doubt, such an objective is very much in the 
public interest. However, we want to tell you of the fear that we have 
regarding the possibility of miscarriage of justice as this type of pro- 
gram develops in a community. The FHA’s ase, poereager A for these 
projects is largely limited to the acquisition of real estate, the approval 
of municipal bond issues, and so forth. But before the construction 
actually begins, the local political subdivision takes over. 

In a number of cities, to our knowledge, it is now being advocated 
that a new hotel be set up as one of the units in this type of project. 
In one case in particular, the hotels of that community came to the 
public hearing, and presented sworn financial statements, revealing 
the fact that they had been actually losing money during the past 
number of years. This is typical of similar situations involving 
surburban areas surrounding larger population centers. But in their 
understandable zeal to improve and brighten their city, local city 
officials ignored this type of testimony, and stood pat on their recom- 
mendations. They wanted a new hotel. As we understand it, there 
is nothing that the FHA can do to restrain a local community from in- 
dulging in this type of development. 

We suggest one simple device. In the light of the fact that the 
Housing Act does not now permit the FHA to finance the construction 
of new hotels, and inasmuch as the act is primarily concerned with the 
provision of permanent housing, we feel that the agency might prop- 
erly stop, look and listen before it had any part to play in inspiring 
construction of new hotel properties. 

Fortunately, there are numerous technical organizations whose 
services are available today, at a moderate cost, which are equipped 
to come into a community and run a survey regarding the potential 
revenues that a new hotel might be expected to enjoy. Some of these 
firms have functioned for years, and have developed an enviable 
record for accurately forecasting the communities where a new hotel 
would be feasible, and in turning thumbs down on those centers where 
it is found that a new hotel would probably not pay off. We respect- 
fully suggest that it would not be too much to ask that the FHA 
require that such a survey be made, in order to determine whether a 
hotel or other nonresidential unit should be included in the program. 
Inasmuch as local tax funds will be involved, over a longer period of 
years, it would seem that this would be only good business. 

4. Saturation point for housing generally: I do not pose as an 
expert in the various fields of housing. But as a businessman, I am 
moved to raise the question as to what safeguards are being employed 
to prevent the construction of housing beyond the saturation point 
in many communities. I can well understand the pressures that are 
upon the Congress, and upon the FHA, to continue the construction 
of housing at the highest desirable levels, for that is one of the main 
props under the country’s booming economy. But I am afraid that 
construction beyond a certain safe point cannot fail to usher in a 
widespread wave of foreclosures. That would be tragic for everyone, 
not only our hotels, but the taxpayers of the country as well. We fear 
the results of overbuilding in the field of multiple-unit apartment 
buildings, garden-type projects, defense housing, urban renewal proj- 
ects, and so forth. In all of these categories, it is possible for struc- 
tures to qualify for Federal mortgage insurance, and to end up pro- 
viding hotel or motel service for overnight guests. 
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I tell you frankly that we feel badly over the fact that we must 
appear in the role of complaining witnesses, on some occasions. But 
let me give you an illustration of how unfair some of the operators 
of these FHA properties can be. A bill was introduced in Congress 
a year ago, specifically naming one of these projects in a great southern 
city, proposing that that project be singled out for special approval 
of transient rentals. We opposed giving any one project rights and 
privileges which were denied to other comparable establishments. 
Thereafter, the owner of that project visited us, and told us that we 
were extremely unfair in preventing him from providing a service 
which he claims is badly needed in his city. 

We made extensive inquiry, in his behalf, and subsequently gave 
him the names of 3 or 4 insurance companies, and mortgage com- 
panies, which were in position to refinance his property, if he saw 
fit todo so. We told him that if the FHA mortgages were paid off, 
we would thereafter have no single objection to his operating the 
property in any way he saw fit. But if he investigated this possi- 
bility at all, he must have discovered that the interest rates involved 
would be substantially greater, and a more rapid amortization pro- 
gram required. In any event, the project has never been refinanced, 
and the bill is still pending before the 84th Congress. 

We honestly feel that congressional intent is clear, and that, by 
and large, the FHA regulations are adequate. There is little reason 
for anyone to mistake the attitude of legislative and executive de- 
partments of our Federal Government, which have definitely circum- 
scribed any diversion of these permanent housing facilities into tran- 
sient occupancy. Let me quickly refresh your member as to what has 
rakes ne a a eek in the form of guideposts and boundaries of 
rental practices. 

I would like to just use a sentence or two to describe each of these 
exhibits, and then have them placed in the record to supplement my 
verbal statement. 

Mr. Chairman, may I have your permission to file these exhibits? 

Mr. Brown. That may be inserted in the record. 

(The exhibits follow :) 


Exuisit I 
Move ForM oF CERTIFICATE OF INCORPORATION * FOR USE UNDER SEcTION 608 
Revised, December 1948 


THIS IS TO CERTIFY: 
ee | ee ey ee are ae ee ene 
(Name) 
sna arin tre ecesmete aesdienalcgimsinndire - 


SPRINT SE 20 echt ley ph, eee ne aane ee en we , whose post office address 


all being of full legal age, do, under and by virtue of the genera] laws of the State 
of Maryland, authorizing the formation of corporations, associate ourselves with 
the intention of forming a corporation. 
Second. That the name of the corporation is _.._.__--_______-______-_______-. 
Third. The purpose for which the corporation is formed and the business and 
objects to be carried on and promoted by it are as follows: 


1 Based on Maryland form of charter. Should be drawn so as to conform to laws of 
jurisdiction in which filed. 
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(a) To create a private corporation to provide housing for rent or sale, and 
to acquire any real estate or interest or rights therein or appurtenant thereto 
and any and all personal property in connection therewith. 

(b) To improve and operate, and to sell, convey, assign, mortgage, or lease any 
real estate and any personal property. 

(c) To borrow money and issue evidences of indebtedness in furtherance of 
any or all of the objects of its business; to secure the same by mortgage, deed of 
trust, pledge, or other lien. 

(d) To apply for and obtain or cause to be obtained from the Federal Housing 
Commissioner (hereinafter called the Commissioner ) a contract or contracts ol 
mortgage insurance pursuant to the provisions of the National Housing Act, 
amended, covering bonds, notes, and other evidences of indebtedness issued 
this corporation and any indenture of mortgage or deed of trust securing the 
same. So long as any property of this corporation is encumbered by a mortgage 
or deed of trust insured by the Commissioner it shall engage in no business other 
than the construction and operation of a rental housing project or projects. 

(e) To enter into, perform, and carry out contracts of any kind necessary to, 
or in connection with, or incidental to the accomplishment of any one or more of 
the purposes of the corporation. 

Fourth. The post office address of the place at which the principal office of 


the corporation in this State will be located is __________. The resident agent 
of the corporation is _________}-___ ,» whose post office parent ie ibis ‘ 
Fifth. The corporation shall have three directors,’ and __.__.__-_-__.__-------- 
ma mat lel Sabet: AL retells - oie, Faron shall act as such until the first 


annual meeting or until their suecessors are duly chosen and qualified. 
Sixth. The total amount of the authorized capital stock of the corporation 


is ____._.__.._. shares of which 100 shares having a par value of $1 per Share 
shall be designated “preferred stock” * and ______-_ shares shall be designated 


“common stock,” * which shares of capital stock shall have the preferences and re- 
strictions as follows: 

(a) The holders of the preferred stock shall be entitled to receive, when 
and as declared by the board of directors, noncumulative dividends at the rate 
of 5 cents per share per annum, before any sum or sums shall be set apart for 
or applied to the purchase or redemption of the preferred stock and before any 
dividends or other distribution shall be declared, set apart, paid, or made in 
respect of the common stock. 

(b) The net earnings of the corporation, after providing therefrom dividends 
on preferred stock and all reserves hereinafter required, may be applied each 
year in payment of dividends to stockholders. 

(c) The preferred stock at any time outstanding may be redeemed by the 
corporation at par and dividends declared thereon, but unpaid to the date of 
such redemption: Provided, however, That such stock shall be so redeemed, 
upon, but in no event before, the termination of any contract of mortgage 
insurance covering any indebtedness of the corporation without obliga- 
tion upon the Commissioner to issue debentures as a result of such termination. 
Preferred stock so redeemed shall be retired and canceled. 

(d) Anything to the contrary herein notwithstanding, no dividends shall be 
paid upon any of the capital stock of the corporation (except with the consent 
of the holders of a majority of the shares of each class of stock than outstanding) 
until all amortization payments due under the mortgage insured by the Commis- 
sioner have been paid, and until a reserve fund for replacements is first estab- 
lished and maintained by the allocation to such reserve fund in a separate account 
with the mortgagee (or in the case of a deed of trust with the beneficiary) or in a 
safe and responsible depository designated by the mortgagee commencing on the 
date of the first payment toward amortization of the principal of the mortgage 
insured by the Commissioner unless a later date is approved in writing by the 
holders of the preferred stock, of an amount equal to ____-__---_--_ ($--------- 
and a like amount monthly thereafter. Such fund whether in the form of a cash 


2 Any convenient odd number of directors may be provided. 

* This stock must be registered in the name of Federal Housing Administration ; it must 
be par stock; the value and number of shares (not less than 5) may vary from that 
designated herein, but the consideration paid for it will always be $100. The certificate 
should contain a statement of the rights, privileges, and restrictions pertaining to this 
stock. Dividends shall be at the rate of 5 percent per annum. 

*The “common stock’”’ may be par or no par, be divided into one or more classes, provide 
for such preferences as are deemed appropriate, and may be designated otherwise. 
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deposit or invested in obligations of, or fully guaranteed as to principal and 
interest by the United States of America shali at all times be under the control 
of the mortgagee. Disbursements from such funds, whether for the purpose of 
effecting replacements of structural elements, furnishings, and mechanical equip- 
ment of the project or for any other purpose, may be made only after receiving 
the consent in writing of the holders of the preferred stock. 

(e) In the event of any default by the corporation, as hereinafter defined, and 
during the period of such default, the holders of the preferred stock, voting as a 
class, shall be entitled to remove ail existing directors of the corporation, and 
to elect new directors in their stead: Provided, however, That one of said direc- 
tors shall be the owner or holder of one or more shares of common stock. When 
such default or defaults shall have been cured, the right to elect directors shall 
again vest in the holders of the common stock. 

(f) Except as otherwise provided by law or as set forth elsewhere in this 
certificate of incorporation, all voting rights of the stockholders shall be vested 
exclusively in the holders of the common stock. 

(g) In ease of any liquidation, dissolution, or winding up of the affairs of the 
corporation, whether voluntary or involuntary, and after payment of all debts of 
the corporation (including payment in full of any mortgage insured by the Com- 
missioner) and after redemption of the preferred stock, the net assets of the 
corporation shall be distributed among the holders of the common stock, share 
and share alike. 

Seventh. The corporation shall not without prior approval of the holders of a 
majority of the shares of preferred stock, given either in writing or by vote ata 
meeting of the preferred stockholders called for that purpose (a) assign, transfer, 
dispose of, or encumber any real or personal property, including rents, except 
as specifically permitted by the terms of the mortgage; (b) remodel, reconstruct, 
demolish, or subtract from the premises constituting the project and subject to 
such mortgage; (¢c) permit the occupancy of any of the dwelling accommodations 
of the corporation except at or below the rents fixed by the schedule of rentals 
provided hereinafter; (d) require as a condition to the occupancy or leasing of 
uny unit in the project the purchase of any corporation stock either from the 
corporation or any stockholder or the payments of any consideration other than 
the reasonable rental provided for in the schedule of rentals to be filed with and 
approved by the holders of the preferred stock as provided hereinafter: (e) 
consolidate or merge the corporation into or with any other corporation; go into 
voluntary liquidation; carry into effect any plan of reorganization of the cor- 
poration ; redeem, cancel or purchase any of its shares of preferred or common 
or other stock of any class, or effect any changes whatsoever in its capital stock ; 
alter or amend the certificate of incorporation or fail to establish and maintain 
reserves as set forth in this certificate of incorporation; (f) require as a condi- 
tion to the occupancy or leasing of any unit in the project the payment to or 
deposit with the corporation, or any person or persons, of any amount other 
than the payment of the first month’s rent plus a security deposit in an amount 
not in excess of 1 month’s rent to guarantee the performance of the covenants 
of the lease; (g) execute or file for record any instrument which imposes a 
restriction upon the sale, leasing or occupancy of the project or any part thereof 
on the basis of race, color or creed. 

Fighth. (a) The happening of any of the following events shall constitute a 
default within the meaning of that word as used in this certificate: (1) The 
failure of the corporation to have dismissed within 30 days after commence- 
ment, any receivership, bankruptcy, or other form of liquidation instituted by 
or against the corporation; (2) the failure of the corporation to pay the prin- 
cipal, interest, or any other payment due on any note, bond, or other obligation 
executed by it, as called for by the terms of such instrument: (3) the failure of 
the corporation to establish and maintain the reserve fund for replacements 
provided for in article sixth, section (d) hereof or the use of such fund except 
as permitted in said section; (4) the failure of the corporation, continuing for 
a period of 15 days, to perform any of the covenants, conditions, or provisions 
required by it to be performed by this certificate, the bylaws of the corporation, 
the mortgage, or any contract to which the corporation and the Commissioner 
shall be parties, or fail to carry out in full the terms of any agreement whereby 
the loan covered by the insured mortgage is to be advanced or the project is to 
be constructed and operated. 

(b) In the event the mortgagor is in default under the terms of this certificate 
of incorporation or has failed to perform the covenants required by it to be per- 
formed under the terms of this certificate or by any mortgage insured by the 
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Commissioner, the Commissioner may require the corporation to furnish at the 
expense of the corporation a complete audit of its books of account duly certitied 
by a certified public accountant. 

(c) Upon any default by the corporation, the president or the secretary, or 
either of them, as may be required by law, shall, at the request in writing of 
the holders of record of a majority of shares of the preferred stock, addressed to 
him at the office of the corporation hereinabove designated and stating the pur- 
pose of the meeting, forthwith call a special meeting to take place within 10 days 
after such call, of the preferred stockholders for the purpose of the removal of 
existing directors and the election of new directors. If such officers shall fail 
to issue a call for such meeting within 3 days after the receipt of such request, 
then the holders of a majority of the shares of the preferred stock may do so 
by giving notice as provided by law, or, if not so provided, then by giving 10 days’ 
notice of the time, place, and object of the meeting by advertisement inserted in 
any newspaper published in the county or city in which the principal office of 
the corporation is situated. When such default shall have been cured, the presi- 
dent or the secretary, or either of them, as may be required by law, shall, at the 
written request of the holders of a majority of the outstanding shares of the 
common stock of the corporation, call, in the manner provided by law, a special 
meeting of the common stockholders of the corporation at which the then exist- 
ing directors may be removed and new directors elected in the usual manner. 
Such officer shall give notice as provided by law, or, if not so provided, he shall 
give 10 days’ notice of the time, place, and object of such meeting as above 
provided. 

Ninth. The following provisions are hereby adopted for the conduct of the 
affairs of the corporation and in regulation of the powers of the corporation, the 
directors, and stockholders: 

(a) (1) Dwelling accommodations of the corporation shall be rented at a 
maximum average rental per room per month fixed by the board of directors of 
the corporation and approved by the holders of the preferred stock. A schedule 
of rentals for the reasonable rental value of each apartment based upon the 
average as so determined shall be filed with the holders of the preferred stock, 
prior to leasing or offering for lease of any of the dwelling accommodations of 
the project, and when approved by them, shall thereafter be maintained except 
as provided in article seventh hereof. Dwelling accommodations of the corpora- 
tion shall not be rented for a period in excess of 3 years nor shall the property 
be rented as an entirety without prior written approval of the preferred stock- 
holder. Store accommodations shall be rented at a rental to be fixed by the 
directors with the prior written approval of the holders of the preferred stock. 

(2) The corporation shall have the right to charge to and receive from any 
tenant such amounts as from time to time may be mutually agreed upon between 
tenant and the corporation with the written approval of the holders of a majority 
of the share of preferred stock, for any facilities and/or services which may be 
furnished by the corporation to such tenant upon his request, over and above the 
facilities and services to which such tenant may be entitled by virtue of his lease, 
including, among other things, telephone operator and switchboard services, 
electric current, gas, air cooling and conditioning and other additional or ex- 
traordinary facilities or services which may be furnished by the corporation in 
connection with the operation of such housing facilities. 

(0) The corporation shall maintain its accommodations and the grounds and 
equipment appurtenant thereto in good and substantial repair and condition: Pro- 
vided, That in the event all or any of the buildings covered by the mortgage shall 
be destroyed or damage by fire or other casualty, the money deriving from any 
insurance on the property shall be applied in accordance with the terms of the 
insured mortgage on the premises. 

(c) The corporation, its property, equipment, buildings, plans, offices, apparatus, 
devices, books, contracts, records, documents, and other papers relating thereto 
shall be subject to examination and inspection at any reasonable time by the Com- 
missioner or his duly authorized agents; the corporation shall keep full and com- 
plete records of all corporate meetings of directors and stockholders and 
shall also keep copies of all written contracts or other instruments which affect 
it or any of its property, all or any of which may be subject to inspection and 
examination by the Commissioner or his duly authorized agents. 

(d) The books and accounts of the corporation shall be kept in accordance with 
the uniform system of accounting prescribed by the holders of the preferred stock. 

(e) The corporation shall furnish the Commissioner within 60 days following 
the end of each fiscal year a complete annua! financial report. 





eR ier Db 0 Sims cactanininedtis® = 


CO See ee nS nee ee ee ee Wena ae neae | Smee WE C SW, a ese eee Awe |. an ee eT. Sete Pts te et ie 








: 
4 
4 
5 


3 Satine RAS. 


wade, Y= 








nile tibies ncn mu cesnanteel 


eaeiaiiniainiiiemiiaatil a tae acai 


We 


PY eg 


ae we 


pee 


ial be a ey 


Pes 











HOUSING ACT OF 1956 439 


(f) At the request of the Commissioner, or of the holder of a majority of shares 
of the preferred stock, his or their agents, employees, or attorneys, the corpora- 
tion shall give specific answers to questions upon which information is desired 
from time to time relative to the income, assets, liabilities, contracts, opera- 
tion, and condition of the property and the status of the insured mortgage and 
any other information with respect to the corporation of its property which may be 
requested. 

Tenth. The duration of the corporation shall be perpetual. 

To be approximately evecuted, acknowledged, and filed with the proper author- 
ities of the State where incorporated. 





Exuisit II 


FEDERAL HousING ADMINISTRATION, 
Washington, D. C., August 10, 1951. 


Section 608, Rental Housing, Letter No. 210. 
Section 207, RH-136. 
Title VIII, Military Housing, Letter No. 14. 


To: Directors of all field offices. 
Subject: Establishment of maximum rents and charges in projects operating 
under sections 207, 608, and title VIII. 


This letter is for the purpose of clarifying procedures and coordinating policies 
with respect to the approval of rent schedules in rental projects involving mort- 
gages insured under sections 207, 608, or title VIII, in which ceiling rents are 
subject to control by the Commissioner. 

Prior to occupancy of a project the director of the field office with jurisdiction 
is authorized and required to approve the initial rent schedule or revisions 
thereof as hereinafter provided. Subsequent to first occupancy any increase in 
a rent schedule requires the concurrence of this office. 

In establishing a rent schedule with respect to a particular project it is neces- 
sary that the director consider the section of the act under which the mortgage 
is insured and the amorization rate required by the terms of the insured mort- 
gage. In section 608 and title VIII cases net return, calculated as hereinafter 
provided, shall not exceed 6% percent. In section 207 cases such net return shall 
not exceed 7 percent, or 714 percent in those section 207 cases in which the terms 
of the mortgage require amortization by level principal payments at the rate of 
2% percent per annum. 

The director may approve a rent schedule which at 93 percent occupan¢y (on 
the basis of FHA estimates as revealed by the applicable form 2264W or 2264) 
will yield the appropriate net return on the actual estimated replacement cost of 
the residential portion of the project (including garages and land) plus required 
working capital. If the project contains commercial property, the net return 
thus established will be calculated after elimination from the estimated operating 
cost, taxes, and replacement reserve requirements, that portion of those expenses 
attributable to the commercial portion of the project. This elimination will 
be pro rata on the basis of the ratio of the cost of the commercial portion of 
the project to the residential portion. In the discretion of the director, such 
approval may be granted even though in underwriting processing, lesser rents 
have been determined as appropriate for the purpose of establishing maximum 
insurable mortgage amount. 

Rents for commercial space are subject to approval but it is not necessary 
that a ceiling be established on rents for commercial space. The director must 
determine, however, that the rents proposed for such space are sufficiently in 
accord with those anticipated in processing to represent an economically sound 
rent for such space. 

In the event that during the course of construction there has been an increase 
in replacement cost over the estimated replacement cost as revealed in the appli- 

cable form 2264W or 2264, or if subsequent to preparation of such form it has 
been determined that an increase in the estimate of operating cost or taxes is 
justified, such increase or increases may be considered by the director in estab- 
lishing the rent schedule but may be considered only in the event of substantiation 
thereof by relevant, pertinent, and convincing evidence satisfactory to the direc- 

tor, concurred in by the Chief Underwriter, and on file in the Washington docket. 

With respect to projects involving mortgages insured under title VIII the 
director must, in addition to making the determinations heretofore required, also 
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obtain from the Military Establishment with jurisdictional approval of the rent 
schedule if such schedule provides for rents in excess of those previously agreed 
upon with the Military Establishment. 

If the mortgagor is to provide furniture, a furniture rental may be established 
which will amortize the actual cost of the furniture in not less than 48 months, 
the monthly furniture rental to be fixed at not more than one forty-eighth 
of actual cost as determined by pertinent, documentary evidence substantiating 
such cost. In establishing the furniture rental, consideration will be given only 
to such basic items of furniture as rugs, chairs, sofas, beds, bureaus, etc., neces- 
sary for comfortable occupancy, as distinguished from such items as linens, 
china, cutlery, or similar items, necessary for complete living accommodations. 

No charge shall be made by the mortgagor against tenants in addition to those 
established by a rent schedule approved in accordance with the foregoing for- 
mulas, nor shall the owners or representatives of the mortgagor, either by them- 
selves personally or through entities controlled by them, be permitted by way 
of subterfuge or otherwise to make additional charges against tenants with respect 
to facilities or services provided at the project. If tenants desire services in 
addition to those contemplated in the establishment of the rent schedule they 
are expected to make arrangements for the same independently and on their 
own behalf. 

Any charge for any facilities or services to be provided by the mortgagor not 
contemplated at the time of processing requires the approval of this office. Any 
proposal for charges other than those contemplated at the time of processing, if 
the director is of the opinion the proposal is sufficiently meritorious to warrant 
consideration, will be forwarded to this office with supporting information and 
the director’s recommendations. 

Prior to occupancy and at a time sufficiently in advance thereof to permit 
possible necessary negotiation and adjustment, the director will require the mort- 
gagor to submit the proposed rent schedule in triplicate on form 2458 (Rental 
Schedule and Information on Rental Project), such form to be completed with 
respect to the rent schedule and other information required thereby. The direc- 
tor will determine that the proposed schedule reveals monthly rents to be charged 
for all units. Prior to approval the director will determine that the rents pro- 
posed are not in excess of those permitted by the formulas above prescribed. 

Approvals of rent schedules will be in writing. The approval will reveal the 
number of rooms in the project and the approved average rent per room per 
month. Copies of approvals shall be distributed as follows: 


Original to mortgagor 

Copy to Assistant Commissioner, Rental Housing, with copy of completed 
form 2458 

Copy to Washington docket, with copy of completed form 2458 

Copy to duplicate docket, with copy of completed form 2458 


Subsequent to first occupancy any increase in a rent schedule requires the con- 
currence of this office. Consideration will be given to increases only when it is 
demonstrated that a substantial increase in operating cost, taxes, or other charges 
has occurred, or is reasonably to be anticipated. The increase, however, must 
be based upon the fact that the present income of the project will no longer 
produce the appropriate net return. Upon receipt of a request for an increase 
in rents subsequent to occupancy at a project involving a mortgage insured under 
title VIII, the director will require prior to consideration thereof submission 
by the mortgagor of written evidence of concurrence in the request by the Military 
Establishment with jurisdiction. 

In cases in which it is discovered that rents exceed the limitations herein set 
forth and the director is unable for a period of 30 days to obtain from the 
mortgagor necessary adjustments, the director will forward to this office all 
pertinent facts respecting the case for further instructions. 

In considering rent schedules and methods of operation proposed by mortgagors, 
directors will bear in mind that the objective of this Administration is the pro- 
duction of housing designed for occupancy of a relatively permanent nature and 
that transient occupancy is contrary to policy. No approval will be granted with 
respect to a proposal anticipating transient occupancy. 

This letter supersedes and cancels section 608 Rental Housing Letters 145, 157, 
162, 194, and section V, paragraph 10, of section 207 RH Letter 123. 

Very truly yours, 
CLYDE L. PowELt, 
Assistant Commissioner. 


Commissioner’s Clearance No. 2316. 
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Exursir III 


FEDERAL HovustInc ADMINISTRATION, 
Washington, D. C., January 3, 1952. 
Section 608, Rental Housing, Letter No. 214. 
Title VIII, Military Housing, Letter No. 20. 
Section 207, RH-142. 
To: Directors of all field offices. 
Subject: Furniture rentals and transient occupancy. 

Reference is made to section 207, letter RH-136; section 608, rental housing 
letter No. 210; and title VIII, military housing letter No. 14, issued August 10, 
1951, regarding the establishment of maximum rents and charges in rental 
housing projects. 

Those letters stated that the objective of FHA in its rental housing program 
is the production of housing designed and operated for relatively permanent 
oceupaney and that transient occupancy is contrary to FHA policy. Those 
letters also provided formulas for the establishment of maximum rents for living 
units and a formula for furniture rentals if the mortgagor provides furniture. 
It was further stated that charges by a mortgagor against tenants in addition to 
those approved by FHA would not be permitted and that no approval would be 
granted for charges for services or facilities not contemplated at the time of 
processing without the prior approval of this office. 

There has now been received at Washington evidence that some mortgagors 
are catering to transient occupancy, engaging in operations approximating those 
of a hotel or motel, and in some such instances there is evidence of violation of 
approved ceiling rents and charges. 

It is obvious, of course, that transient occupancy is not feasible in a rental 
housing project unless living units are furnished. It is also apparent in most 
of the cases in question that an operation involving transient occupancy is not 
economically feasible unless charges are made against occupants in addition to 
the rents and charges approved by FHA. 

In view of the foregoing, it is necessary to supplement and expand the instruc- 
tions contained in the administrative letters hereinbefore cited. 

Effective upon receipt of this letter, no approval will be granted for furniture 
rentals in any rental housing project unless the director, after analysis appro- 
priate to the particular case, is firmly of the opinion that furniture is essential 
to obtain satisfactory occupancy, and approval of furniture rentals will be given 
then only in the event of prior agreement by the mortgagor not to accept any 
tenancy for a period of less than 30 days. The agreement of the mortgagor shall 
be in the form of a letter addressed to the Commissioner in accordance with the 
exhibit attached hereto. The original and an executed duplicate copy of such 
agreement will be obtained. The original of such agreement will be filed in the 
field office docket and the executed duplicate copy will be forwarded to the 
Assistant Commissioner, Rental Housing, Washington, with a copy of the letter 
of approval, 

If approved, furniture rentals shall not be in excess of those prescribed in the 
administrative letters hereinbefore cited, and in the establishment of such rentals 
there shall be considered only basic items of furniture necessary for comfortable 
occupancy (as distinguished from complete living facilities), as prescribed in 
said administrative letters. 

Cases involving transient occupaney and probable violation of FHA-approved 
rents and charges, of which this office is apprised, are not numerous but are 
sufficient in number ot warrant vigilance on the part of each director with respect 
to rental housing projects in his jurisdiction in which rents and charges are 
subject to control by FHA to prevent operations in violation of policy as ex- 
pressed in this letter. Lf, therefore, a director is or hereafter becomes aware of 
operations in any such rental housing project involving transient occupancy, he 
will immediately require submission by the mortgagor of a current schedule of 
all rents and charges against tenants or occupants. In examining such schedule, 
the director will bear in mind that any charge in addition to those approved by 
FHA made against tenants by the mortgagor or by the owners or representatives 
of the mortgagor, either by themselves personally or through entities controlled 
by them, constitutes a violation of the approved maximum rents and charges. 
Upon discovery of any such violation, the director will immediately notify this 
office with detailed information regarding the case in order that appropriate 
instructions may be issued. If upon examination of the schedule submitted the 
director is of the opinion that such schedule does not truly reflect the rents and 
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charges actually being made by the mortgagor, or if such schedule be in conflict 
with other evidence available to the director of rents and charges actually being 
made, the director will notify this office with full information regarding the case 
in order that appropriate instructions may be issued. 
Very truly yours, 
CLYDE L. POWELL, 
Asisstant Commissioner. 
Commissioner’s clearance No. 2489. 


(Date) 
Re (Identify project by name, number, and location.) 


To FEDERAL HOUSING COMMISSIONER, 
Washington, D. C.: 


The above-identified rental housing project is subject to a mortgage insured 
by you under the provisions of the National Housing Act and all rents and charges 
of any nature against tenants of said project are subject to your approval. 

The undersigned proposes to furnish certain living units in the project and 
to make a monthly charge for such furniture, all as shown by the schedule of 
furniture rentals attached hereto, which monthly charge for furniture will be 
in addition to the maximum monthly rent for unfurnished living units you are 
being requested to approve or which you heretofore have approved. 

The undersigned represents to you and agrees that if furniture rentals as pro- 
posed are approved or are approved in any other amounts, no tenants for the 
project will be accepted for any period of tenancy of less than 30 days. 

Very truly yours, 
(Mortgagor) 
ee a i ee 
(Title) 


OXHIBIT IV 
MortTGaGor’s OATH 


(HoTEL) 


‘To THE FEDERAL HOUSING ADMINISTRATION : 


In accordance with the stated intent of Congress and with the provisions of 
the Housing Act of 1954 as set forth in part on the reverse hereof the under- 
signed hereby certifies that so long as the mortgage covering the above num- 
bered project is insured or held under the provisions of the National Housing 
Act, as amended, no part of any building will be rented for a period of less than 
30 days or operated in such a manner as to offer any hotel services to any tenant 
in the building or buildings; and that the property will not be sold while the 
mortgage insurance is in effect or the mortgage is held by the Commissioner un- 
less the purchaser files with the Federal Housing Commission a like certification 
executed by such purchaser under oath. 


(Mortgagor) 
(Title) 
0s QR eS OES SE ee ee 
| i RPE Re SI dP PST TES ae heer ee 
Personally appeared before me this_______~ a ee ee ene er | 
MEE we th So RE Sn SES ee ie ON. a , who, after being duly sworn, says that he is 
1 patties SPS AW RNAS eee OT Ean naee ae ee OA PU satadetalh tbe teehee erecnipacheclse chin Spaces beanie .2 
(Title) 


corporation organized and existing under the law of the State of _...__-________ 
and that he has authority to execute under oath and has so executed the above 
certification for and on behalf of such corporation. 





(Notary Public) 
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WARNING 


United States Criminal Code, section 1010, title 18, United States Code, Fed- 
eral Housing Administration Transactions, provides in part: “Whoever, for the 
purpose of * * * influencing in any way the action of such Administration 
* * * makes, passes, utters, or publishes any statement, knowing the same to be 
false * * * shall be fined not more than $5,000 or imprisoned not more than two 
years, or both.” 

“Sec. 513. (a) The Congress hereby declares that it has been its intent since 
the enactment of the National Housing Act that housing built with the aid of 
mortgages insured under that Act is to be used principally for residential use; 
and that this intent excludes the use of such housing for transient or hotel 
purposes while such insurance on the mortgage remains outstanding. 

“(b) * * * 

“(¢c) Notwithstanding any other provisions of this Act, no mortgage with 
respect to multifamily housing shall be insured under this Act * * * unless 
(1) the mortgagor certifies under oath that while such insurance remains out- 
standing he will not rent, or permit the rental of, such housing or any part 
thereof for transient or hotel purposes, and (2) the Commissioner * * * has 
purchased such stock of the mortgagor as the Commissioner deems necessary to 
enable him to prevent or terminate any use of such property or project for 
transient or hotel purposes while the mortgage insurance remains outstanding. 

“(d) * * * 

“(e) As used in this section. (1) the term ‘rental for transient or hotel 
purposes’ shall have such meaning as prescribed by the Commissioner but rental 
for any period less than thirty days shall in any event constitute rental for 
such purposes, and (2) the term ‘Multifamily housing’ shall mean * * * (ii) 
a property or project covered by mortgage insured or to be insured under sec- 
tion 207 * © * 608 © * * or OE * & 4.” 


FEDERAL HOUSING ADMINISTRATION, 


Washington, D. C., February 9, 1956. 
Mr. M. O. RYAN, 


American Hotel Association, 
Washington, D.C. 

Dear Mr. RYAN: Pursuant to our recent telephone conversation, I am enclos- 
ing herewith a copy of the administrative rules and regulations for section 220 
and section 207, as amended pursuant to the Housing Act of 1954. I am also 
enclosing a copy of FHA Form No. 2472, Mortgagor’s Oath. 

Paragraph 232.16 of the administrative rules includes a statement that the mort- 
gage shall contain a covenant prohibiting the use of the mortgaged property for 
any purpose other than that for which it was intended at the date the mort- 
gage was executed. This requirement pertains to multifamily housing projects 
under section 220 as well as those under section 207. 

FHA Form 2472 requires mortgagors of rental properties to certify that 
no part of their rental properties will be rented for a period of less than 30 
days or operated in such a manner as to offer any hotel services. By letter of 
August 20, 1954, FHA insuring offices were instructed to obtain the mortgagor’s 
oath in all future cases under section 207. Subsequently, similar instructions 
were issued in respect to section 220. 

Very truly yours, 
W. BEVERLEY MASOoN, Jr., 
Special Assistant for Urban Renewal. 


Mr. Parron. Then, I would like to include a brief compilation of 
indices revealing the position of our hotel industry today. Inasmuch 
as we are asking your committee for sympathetic attention to our prob- - 
lems, you are entitled to know the headaches we are currently exper- 
iencing, in spite of the record level which the national economy is 
enjoying in 1956. I give you five points which afford an insight into 
the squeeze in which our industry currently finds itself. I think each 
of these is pertinent to our plea that FHA structures be forbidden to 
employ transient practices. 
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1. In the first place, our own industry is in a precarious position. 
Nationally, ever since October of 1946, hotel occupancy has constantly 
declined. It has dropped from a peak of 93.08 percent to 71.67 percent 
in December 1955. And it long was a rule of thumb within the indus- 
try that occupancy of 70 or 75 percent was necessary before profits 
could be realized. Frankly, there are several cities that we know of, 
where the transient rentals which are being channeled each day into 
FHA apartment buildings mean the difference between profit and loss 
on the part of the hotels in those communities. 

2. We realize full well that conditions in a community, or in some 
location within a community, might easily change during a 5-year 
period. Accordingly, it is possible that an apartment building, where 
originally constructed, now appears doomed, whereas conversion to 
transient occupancy might insure a substantial increase in the volume 
of business. In these cases, we respectfully propose that these bor- 
rowers should promptly refinance their properties, and pay off the 
Government mortgage. Two years ago your committee was faced 
with a bill which proposed that one certain apartment building in a 
certain city should be exempted from this prohibition against tran- 
sient rentals. We personally took the pains to work with the owner 
of that property, and directed him to specific insurance companies 
where refinancing was available. We contend that when a loan is paid 
off, or when private financing is present, that structure has every right 
to compete with us for transient business. We do honestly feel that it 
is not justified in so doing, so long as the Commissioner of FHA holds 
the mortgage. 

3. I am sure you are aware of the fact that as the law now stands, 
the FHA will not insure the mortgage for a hotel. Asa matter of fact, 
there is no Federal agency today which will finance the construction 
of a hotel, other than the Small Business Administration, whose 
loans are limited to $250,000. As a result, anyone who was building 
such a structure would be faced with interest rates of 5 or 6 percent 
or more, and would be obliged to amortize the loan in 15 to 20 years. 
By comparison, the FHA borower pays only 414 percent, and is given 
32 to 39 years in which to pay off the mortgage. And in H. R. 9921, a 
bill currently before the House, a provision exists which would permit 
the Commissioner of FHA to pay the delinquent taxes of some projects 
constructed under section 207, i? that property ran into financial dif- 
ficulty. The hotel across the street, under similar circumstances, 
would be sold for taxes. 

4. The hotel industry would be seriously crippled if FHA projects 
were permitted to rent transiently, because Federal-insured financing 
gives FHA projects a tremendous advantage over hotels, which must 
pay a substantial part of their earnings for servicing and retiring their 
mortgages. 

To see how their financing advantage works, let’s take the case of a 
$4 million FHA structure, built under section 207. Most of these 
existing FHA projects are paying only 4 percent interest. So the 
interest payment would be $160,000 the first year. A similar hotel 
structure, privately financed, would have to pay commercial financing, 
rates on a bond issue. Supposing this amounted to about 6 percent 
annually, including interest, discount, and underwriting fees. In 
the first year, the financing charges would be about $240,000, or $80,000 
more than an FHA project is paying. That means that the $4 million 
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hotel would have to clear almost $7,000 a month before it would start 
even with an FHA project competing with it for transient guests. 

But this isn’t the whole story. Bond issues on hotel structures gen- 
erally must be paid out within 15 to 20 years. On the $4 million 
structure, the annual payment on the principal would be $266,666.66— 
a little more than $22,000 a monoth. An FHA project, on the other 
hand, has up to 3914 years in which to pay off its mortgage. So its 
monthly payments on principal are only about $8,353 a month—a dif- 
ference of $14,000 a month between principal payments on a hotel 
and principal payments on an FHA project. Therefore, in order to 
keep current on payments of principal and interest, the operator of 
a $4 million hotel must earn clear $21,000 a month, or more than a 
quarter of a million dollars a year, before he starts even with an 
FHA project operating in competition with him. Gentlemen, let me 
tell you that a hotel operator must do a lot of business before he can 
‘arn a quarter of a million dollars a year. 

It is not difficult to understand how an FHA project could cut 
prices and present the harshest type of competition to a hotel whose 
operating costs are $250,000 a year greater than those of the FHA 
building. Now in the case of the larger FHA structures, running up 
to $10 million, these differences would of course be two-and-a-half 
times as great, and the hotel operator would have to earn $625,000 
a year more, before he could start even with the operator of an FHA 
project who was competing with him for overnight guests. This 
situation is particularly unfair when you realize that this tremendous 
operating advantage is due solely to the fact that one structure is 
financed through a federally insured mortgage while the other is 
privately financed. 

5. Finally, let me point out that in some of FHA-assisted apart- 
ment buildings, the original design appears to have especially favored 
eventual conversion to transient occupancy. This is accomplished by 
the simple expedient of providing for a large percentage of so-called 
efficiency units. Of course we could never prove that this was done 
with premeditated plans to divert to transient use during the life of 
the insured mortgage. But the threat to the hotel industry through 
such use is multiplied by the design of many of these structures. 

Exhibit I is a model form of certificate of incorporation, issued by 
the FHA in 1948, stipulating clearly that the condition of occupancy 
by re Pigg in a 608 project must be preceded by his advance pay- 
ment of— 


the first month’s rent, plus a security deposit in an amount not in excess of 
1 month’s rent. 


_At the very outset, therefore, it was clear that the agency was in- 
sisting that FHA multiple-unit projects be reserved for rental by 
the month, and not for overnight use. : 

My exhibit II is a directive to all field offices of FHA. This is 
dated August 10,1951. It specifically states, on page 3: 


bs * * transient occupancy is contrary to policy. No approval will be granted 
With respect to a proposal anticipating transient occupancy. 

As exhibit II], I offer an FHA directive to all field offices, dated 
January 3, 1952. Let me read from that directive: 

Transient occupany is not feasible in a rental housing project unless living 
units are furnished. It is also apparent in most of the cases in question that 
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operation involving transient occupancy is not economical and feasible unless 
charges are made against occupants in addition to the rents and charges approved 


by FHA. 

Based on this reasoning, the directive announced a new special 
form (103167). The mortgagor was obliged to file this form before 
he was given permission to furnish any units. And the form required 
a further pledge from him that he would never engage in transient 
rental practices. 

Finally, exhibit IV, a mortgagor’s oath, requires him to certi 
that he will not offer any hotel services to any tenant in the building. 
This form was actually issued by FHA insuring offices August 20, 
1954, 

So we respectfully suggest that the record is clear. And we find 
it hard to understand why the persistent clamor should appear, in 
behalf of transient rentals by these properties. I do not know whether 
you gentlemen realize the extent to which these multiple-unit estab- 
lishments could take over the Nation’s hotel business, once they had 
a clear path to conversion to transient occupancy. There are ap- 
proximately 1 million hotel rooms in the country today, and more 
than 500,000 FHA units. So we are not talking about some modest 
program, involving a scattered list of establishments. 

We are indeed sorry for any borrower, who is experiencing difficulty 
in meeting his mortgage payments. But I know of no element of 
business which does not involve risk. Surely, we in the hotel industry 
find ourselves in a precarious position today. Our occupancy records 
have been straight down ever since 1947, while our costs continue to 
mount. We stand in danger of pricing ourselves out of business to 
many of our prospective guests with every addition of 25 cents a day 
to room rent. Further, we are forced to compete with tax-exempt 
establishments, which are utterly free of Federal income-tax obliga- 
tions, and which can easily undersell us. Nor are these just insignifi- 
cant properties. There is one “hotel,” for instance, with 1,800 rooms, 
which enjoys complete immunity to Federal income tax under the 
revenue laws of the country. 

And, gentlemen, we are in a double form of jeopardy, even when 
your thoughtful committee does go out of your way to find a method 
of minimizing this unfair competition to which we have been exposed. 
Even though you wrote a prohibition against transient rentals into 
the 1954 Housing Act, and even though litigation was promptly un- 
dertaken in a number of cases, under that amendment to the act, no 
single decision in Federal court has yet emerged. So we are still 
awaiting relief from the amendment of 2 years ago. 

Thank you for your continued patience with us. We shall strive 
always to be worthy of the sympathetic attention which you have 


given our industry’s problems when they were brought before you. 
Mr. Brown. Thank you, Mr. Patton. 


Are there any questions? 

Mr. Worcorr. Mr. Chairman. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. I wonder if Mr. Patton could give us any informa- 
tion on the increase in transient occupany of these properties which 
we prohibited for transient use in 1954. 


Is the occupancy of them as transient properties increasing or re- 
maining static or decreasing ? 
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Mr. Patron. Sir, if I interpret your question correctly, you are 
asking me whether they are renting more transient rooms than pre- 
viously ; that I could not answer. 

I do know that guests who formerly stayed in our hotel and other 
Birmingham hotels, are staying at one of these properties, which is 
in close proximity, built in the downtown part of the city. What 
their percentage of occupancy is, sir, I don’t know. 

Mr. Wotcorr. Would that be a 608 property ? 

Mr. Patton. Yes, sir. 

Mr. Wotcorr. They are not complying with the prohibition in the 
1954 act? ' 

Mr. Patron. As I pointed out, we immediately instituted proceed- 
ings under that act, sir, but it is still in Federal court, and we have 
not received a decision, and the property continues to rent on a tran- 
sient basis. 

Mr. Wotcorr. Was a temporary injunction applied for? 

Mr. Patron. Yes, sir. 

Mr. Woxcorr. The court will not give you a temporary injunction ? 

Mr. Patton. Well, we are expecting to have a decision on it. We 
had a rehearing about the first part of May, and the defendants were 
given 30 days to reply, and we are expecting a decision within that 
period. So we are waiting for the court’s action before we take any 
further action. 

Mr. Woxcorr. On page 3 of your statement you speak of a pro- 
posal that any defense housing on a new military basis could be 
rented transiently. The claim could be made that there was no de- 
mand for permanent housing in that area, you say. How widespread 
is that ? 

Mr. Parron. Sir, that is more or less a nationwide question, and if 
I may do so, I would like Mr. Ryan, who is with me, who has been 
handling this from a national aspect, to answer that question for you. 

Mr. Ryan. This is the McDonough bill, Mr. Wolcott. We went to 
the Department of Defense to find out how many defense areas in the 
country could conceivably come under the broad language of that 
measure, and I forgot now but it was over a thousand, including some 
defense properties that are right down in the heart of some of our 
larger cities. 

So it could have been an extremely widespread exposure to this 
freedom to rent transiently, if that type of measure were passed. 

Mr. Woxcorr. That has to do with these Wherry houses which we 
have been talking about here today? Not on base, though. 

Mr. Ryan. I think all military housing, including Wherry, would 
have been covered. 

Mr. Patron. May I comment, sir? 

If I understood the previous witness correctly, he was asking that 
the Government guarantee 97 percent occupancy, whereas, the hotel 
occupancy, nationwide for the year 1955, was 72 percent. 

Mr. Wotcorr. Then in order to do a better job than the 1954 act 
apparently has been doing, we should stop up some of these loopholes 
with respect to defense housing, and anticipate that other housing 
might be used for that same purpose ? 

Mr. Parton. Well, the basic idea is this: 
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We are certainly in accord with the housing for elderly persons. 
We sincerely hope it will succeed. In fact, I am thinking of putting 
an application in at once. 

Mr. Rats. But it wouldn’t hurt to put the prohibition in on the 
others ? 

Mr. Parron. That is my suggestion, Mr. Rains. If the bill is 
passed, there might properly be a prohibition that it could not be con- 
verted overnight or rented transiently. That is the only objection 
we can find, and we certainly would like to see that safeguard incorpo- 
rated into the act. 

Mr. Wowcorr. The prohibitions in the 1954 act would not apply 
to the housing for elderly people. 

Mr. Ratns. Do you mean onbase military housing or are you talk- 
ing about offbase military housing / 

Mr. Wotcorr. Lassume there are never any onbase. 

Mr. Rarns. I shouldn’t think so. But suppose the military closes 
up a base and leaves all that there, what about that? 

Mr. Woxtcorr. There should be a prohibition there, too. 

Mr. Patron. That is what we are worried about. 

Mr. Ryan. Mr. Rains, there is an illustration of that in Florida, 
where such a thing happened. <A base was deactivated. A garden- 
type apartment development, adjoining that base, is now serving 
as a motor court and motel. 

Mr. Rarns. I can see no reason why, since it is FHA guaranteed, all 
of this we are talking about, that it should be a threat to a private 
enterprise like a hotel industry. 

I like your statement. As you say, once they pay off the mortgage, 
then they can do as they please. 

So speaking for myself, I would have no objection to putting in the 
prohibition against these other FHA programs. 

Mr. Woxncorr. It is conveivable that these onbase properties con- 
trolled by the military or the Defense Department could be rented 
unless there is a prohibition in the act, by the Department of Defense 
itself, I presume, and surely the rental in those would be predicated 
on a tax-free situation. 

On page 9 of your statement, you speak of one hotel with 1,800 
rooms which enjoys complete immunity from Federal income tax. 

Mr. Parron. That isthe YMCA, in Chicago, sir. 

Mr. Woxcorr. That was built on a Government development / 

Mr. Parron. No, but it is a tax-free competitor of hotels. That 
has no tie-in with the Federal housing program. 

Mr. Wotcorr. It isnot a Government-sponsored project ? 

Mr. Parron. No. 

Mr. Wotcorr. And it isn’t a 608 or an FHA project ? 

Mr. Parron. No, it isnot. It isa community project. 

Mr. Wotcorr. Youcouldn’t reach that very well. 

Mr. Parron. No, Lam afraid not. 

Mrs. Sunuivan. Mr. Chairman. 

Mr. Brown. Mrs. Sullivan. 

Mrs. Sutiivan. To go back to one phase of this military housing, 
and transient rentals, what about these boys who go on Reserve train- 
ing, this is one of the complaints that has come to me. Some of them 
wanted to take their families with them. They were not allowed to 
rent space in the military housing unless they would take it for the 
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full month, and they were not allowed to rent it for just the time 
they would be there. 

Is that still forbidden ? 

Mr. Ratns. Are you talking about Wherry housing or title VIIT 
housing ? 

Mrs. Sutiivan. I don’t know. It is housing on the base. 

Mr. Rats. I think you would be talking about the strictly military 
housing on the base. 

Mrs. Sunzivan. It probably would not come under what we are 
talking about at this time, but it would come under the military hous- 
ing section of the bill. We would have to make some provision in the 
military housing about it. 

Mrs. Sutiivan. In other words, these Reserves wouldn’t be able to 
afford to take the family, children, and so forth, and stay in a hotel. 
It happened in several instances called to my attention, and I just 
referred it to the military because I didn’t know what could be done 
about it. 

Mr. Rarns. It would be strictly a military problem, of course. 

Of course you run into the proposition that they don’t have sufficient 
housing for the men. That is why the military is complaining so 
bitterly about not having enough housing. General LeMay says 
they don’t even have enough housing to provide housing for the men 
and families of the men who fly the bombers for the Strategic Air 
Command. So naturally there wouldn’t be enough for Reserve offi- 
cers on duty for a short while. 

Mrs. Sutitvan. This happened 3 years ago. The housing was 
available but they could not rent it for a week or 2 weeks. It had to 
be rented on a monthly basis. 

Mr. Ratrns. I would bring that up in connection with the military 
housing legislation. 

Mrs. Sutitvan. That is all. 

Mr. Brown. Are there other questions? 

Mr. Berrs. I want to commend you for your remarks on your fourth 
point, as to whether or not we are reaching the saturation point in all 
types of building. 

You have correctly pointed out that we are being urged all the time 
to expand every phase of housing activities, and I think your warnings 
are timely, and I hope will have a sobering effect. 

Mr. Parron. Thank you, Mr. Betts. 

Mr. Brown. Are there any other questions? 

Mr. Wotcorr. Might I clear this up? 

Did you say the occupancy ratio in hotels was 72 percent? 

Mr. Parron. I said the national average for the year 1955 was 72 
percent. That is the national average. 

Mr. Brown. Thank you very much, gentlemen. 

We will now recess, to reconvene at 2 o’clock. 

I notice we have a very outstanding gentleman from my State, Mr. 
George West, who will testify this afternoon. I am sorry that I can- 
not be here at the beginning, but I hope I will be able to be here before 
Mr. West is through. 

We will now recess until 2 o’clock. 

(Whereupon, at 12:33 p. m., the committeee recessed, to reconvene 
at 2 p. m., of the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2 p. m., Hon. Albert Rains presiding. 

Present: Messrs. Rains, Brown, Fountain; Mrs. Griffiths; Messrs. 
Wolcott, Talle, McDonough, and Betts. 

Mr. Rains. The committee will be in order. 

We have three witnesses listed here together: Mr. Vieser, Mr. Nor- 
man Carpenter, and Mr. Camp. 

Mr. Vieser. We are ready, sir. 

Mr. Rarns. We are delighted to have you gentlemen. 

You may proceed in any manner that you see fit. 

Do you have a statement you wish to read, first ? 

Mr. Vieser. Yes; I do, Mr. Chairman. The statement may seem 
bulky but part of it is charts, which I will not read, and we will try 
to summarize some portion toward the end to aid in the time schedule. 

Mr. Rarns. Very well; proceed. 


STATEMENT OF MILFORD A. VIESER, FINANCIAL VICE PRESIDENT, 
THE MUTUAL BENEFIT LIFE INSURANCE CO., ACCOMPANIED BY 
NORMAN CARPENTER, SECOND VICE PRESIDENT, METROPOLI- 
TAN LIFE INSURANCE CO.; AND EHNEY A. CAMP, JR., VICE PRESI- 
DENT AND TREASURER, LIBERTY NATIONAL LIFE INSURANCE 
co. 


Mr. Vreser. I am Milford A. Vieser, financial vice president of the 
Mutual Benefit Life Insurance Co. My associates joining me in pre- 
senting this statement are Norman Carpenter, second vice president of 
the Metropolitan Life Insurance Co., and Ehney A. Camp, Jr., vice 
president and treasurer of the Liberty National Life Insurance Co. 
We are here today as representatives of the American Life Conven- 
tion and the Life Insurance Association of America, two associations 
of life-insurance companies with a combined membership of 253 com- 
panies, holding 98 percent of the assets of all United States legal 
reserve companies. 

The life-insurance companies have a keen interest in the subject 
matter of your hearing because they provide an important source of 
real-estate mortgage credit in this country. Last year the life-insur- 
ance companies made $6 billion of nonfarm mortgage loans, the larg- 
est amount they have ever made in a single year. Of this total, $2.8 
billion were Government insured or guaranteed residential mortgage 
loans and about $2 billion were uninsured residential loans. The re- 
maining $1.2 billion were business and industial mortgage loans. 
During the decade 1946-55, inclusive, the life-insurance companies 
made $38.1 billion of nonfarm mortgage loans. At little over $9 
billion of this total were FHA loans, $7.7 billion were VA loans and 
$21.4 billion were conventional. In the conventional category about 
60 percent were residential loans. Throughout the 10-year period, 
therefore, the life-insurance companies made approximately $29 bil- 
lion of residential mortgage loans. Of the total of $56.8 billion of 
FHA and VA mortgage Toans made by all lenders in the period 
1946-55, the life-insurance companies made about 29 percent. 

Before presenting our views on the specific bills before your com- 
mittee, we would like to discuss two basic questions as follows: (1) 
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Has the residential mortgage market been obtaining a fair share of 
the capital funds accumulated in our national economy and (2) is 
there economic justification for discounts on Government insured and 
guaranteed mortgages? Our recommendations on the legislative pro- 
posals before you will be more easily understood against the back- 
ground of this general discussion. 


BASIC QUESTIONS OF HOUSING AND MORTGAGE LENDING POLICY 


The first question—has the residential mortgage market been ob- 
taining a fair share of the capital funds accumulated in our national 
economy—is pertinent because much of the legislation under consid- 
eration, such as that concerning the functioning of FNMA, is aimed 
at expanding through Government action the flow of funds into resi- 
dential mortgage financing. 

The discussion of housing goals and the adequacy of residential 
mortgage financing has usually suffered because it has not been placed 
in the broad framework of real capital formation and financing in our 
national economy as a whole. Despite the unprecedented strides al- 
ready made in housing construction in this country in the past decade, 
we would all like to see a further rapid improvement in the housing 
of our people. The advocates of a sharp expansion in the volume of 
residential construction and a much greater supply of residential mort- 
gage credit seem to overlook the fact, however, that housing is but 
a part—a highly important part to be sure—of the total real capital 
formation needed in this country. The balanced expansion of our 
country also depends, of course, upon the growth of our industrial 
plant and equipment, our business and commercial facilities, our pub- 
lic utilities, our roads and other public works, and many other neces- 
sary forms of real capital formation. The growth of these forms of 
real capital is important because they create more jobs, support rising 
payrolls, and thus enable more people to buy homes and to pay for 
them. We do not have limitless productive resources in this country, 
so that from the viewpoint of physical capacity to produce there are 
restrictions placed on housing construction at any particular time, al- 
though through investment of savings the country’s capacity to pro- 
duce has expanded enormously in the past decade. 

Much of the discussion about housing goals and residential mort- 
gage financing has also suffered because of a failure to appreciate that 
the real capital formation of the country, including housing, must be 
financed out of saving or noncommercial bank sources if the country is 
to avoid further price inflation. In a period such as the past decacle, 
in which our national resources of labor and equipment have been and 
now are so fully employed, the injection of commercial blank-created 
money into the economy is bound to have inflationary consequences. 

What has been the picture in recent years regarding the sources and 
uses of capital funds in this country? We have prepared two charts 
to show this picture. The supporting data are taken from Govern- 
ment publications and show the net increase in both the sources and 
uses of funds. As you will see in chart No. 1, the total uses to which 
capital funds were put in the United States in 1955 amounted to 
$44.6 billion. Of this total, the net increase in residential mortgage 
debt amounted to $13.6 billion. This one use alone exceeded the in- 
crease in corporate security issues, State and local government secu- 
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rity issues, and Federal debt combined. Turning to the sources which 
provided the funds for these uses, I call your attention to the fact 
that the funds derived from savings and other noncommercial bank 
sources amounted to $41.7 billion, and accordingly fell short of meet- 
ing the total demand by nearly $3 billion. The balance of $2.9 billion 
was supplied by the commercial banking system through the creation 
of bank deposits. 


Chart No. 2 provides similar data for the period 1950-55. It also 


shows the substantial part of capital funds which has gone each year 


into the expansion of residential mortgage debt. It should be noted 
also how in each of these years the supply of savings and funds from 
noncommercial bank sources has fallen short of the total demand for 
capital funds, and commercial bank credit has had to be expanded 
to meet the demand. It is, of course, necessary to have some increase 
over the years in the volume of commercial bank credit in order to 
accommodate the growth in our economy. But one has only to look 
at what has happened to prices in the postwar period to realize that 
we have been relying too heavily on commercial bank creation of 
money and not enough on saving. We have, in other words, been 
trying to extract more in real product from the economy than it 
has been able to produce. 

The resulting rise in prices has been particularly severe in the 
residential construction field. Chart No. 3 shows the steady upward 
movement in the Bureau of Labor Statistics index of wholesale prices 
of building materials which has risen 81 percent in the period 1946-55. 
In the past 18 months alone it has risen steadily by more than 8 per- 
cent. Chart No. 4 shows the rise of 61 percent which has occurred in 
the Boeckh index of residential construction costs since 1946. 

Chart No. 5, based on data compiled by the United States Depart- 
ment of Labor, shows the rise of nearly 96 percent which has taken 
place since 1946 in the average estimated per unit construction cost 
of privately owned houses. This chart, as well as the one which 
follows, cannot be used as an exact measure of the increase in resi- 
dential construction costs because it does not take account of im- 
provement in the quality of housing, but in the light of chart No. 3 
it is safe to say that it is indicative of cost trends. Chart No. 6 shows 
the increase of 97 vercent since 1946 in the average principal amount 
of VA-guaranteed home loans closed, and also the rise of 97 percent 
since 1946 in the average amount for each dwelling unit of FHA home 
mortgage insurance written. To some degree this rise reflects the 
liberalization of loan-to-value ratios in FHA loans. 

These charts i.dicate clearly that there are limits to the volume 
of real output which we can extract from our economy at any one 
time. During the past several years we have been engaged in a tre- 
mendous home-building program. It has also been vital that our 
industrial plant and equipment be enlarged and modernized. And 
of course we have steadily enlarged the output of consumer goods. 
The accomplishments of the postwar period have been remarkable; 
but there are at any one time physical limits to our real output. In 
an effort to push the economy beyond those limits, credit has been 
made available in too great a volume and on too easy terms, and infla- 
tion has inevitably followed. General inflation has been serious 
enough, but the rise in housing prices has been particularly severe. 
Since 1946 the Consumers Price Index has risen 37 percent, and the 
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Wholesale Commodity Price Index has risen 41 percent. During 
this same period the average estimated construction cost per unit 
of privately owned homes has risen nearly 96 percent. There is a 
serious question whether the veteran or the small-home owner is 
being done any real service by easy and excessive credit if the primary 
effect is to increase sharply the price of the house he buys. 

It is sometimes thought that the cost of rising prices to the veteran 
or the small-home owner is measured simply by the higher priee he 
must pay for his home. This increased initial cost is bad enough, but 
it does not measure the full toll exacted by inflation. Chart No. 6A 
illustrates the real cost of rising prices to the average home buyer in 
the period 1946-55. 

Although there is no exact official measure of the change in the price 
of a standard home in the United States, such Government figures as 
are available indicate that the price rise from 1946 to 1955 was, at the 
very minimum, 75 percent. The rise in the average home loan, due 
solely to this inflation, was from approximately $6,000 in 1946 to 
approximately $10,500 in 1955. 

The chart shows that, in addition to having to pay back an extra 
$4,500 of principal on his loan, the home buyer, on a 30-year 414-percent 
loan would have to pay $3,715.20 in extra interest cost because of the 
larger loan. The rise in the total cost to the average home buyer, due 
solely to rising home prices in the period 1946-55, therefore, amounts 
to $8,215.20. Inflation in the post war period has thus exacted a heavy 
toll from the veteran and small-home owner. 

At a later point we shall have specific comments to make about the 
various proposals for expanding the secondary market and special- 
assistance functions of FNMA. Within the context of this general 
discussion, our objection to such proposals is that a large part of the 
funds needed to carry them out will be derived from the expansion of 
commercial bank credit and will add further upward pressures on 
prices in the housing field. At the end of January 1956, $377 mil- 
lion, or 66 percent, of the FNMA debentures outstanding were held 
by commercial banks. 

Inflation which has been generated in the residential construction 
field is not confined to this area, but has its ramifications in many 
other parts of the economy. The life-insurance business must be 
vitally concerned about Government policies which contribute to infla- 
tion. At the end of 1955 approximately 103 million policyholders 
owned $373 billion of life insurance. These contracts are payable 
in fixed dollars. Rising prices make a heavy inroad upon the pur- 
chasing power of the outstanding life insurance. Many times today 
we hear complacent reference to “moderate inflation”—the 2 percent 
per annum inflation which is sometimes talked about by economists. 
Chart No. 7 shows how in 10 years such an inflation of 2 percent per 
annum would shrink the purchasing power of the life-insurance pro- 
tection outstanding at the end of 1955. 

As to the adequacy of private capital funds to maintain healthy 
activity in the residential financing field, the accomplishments in 1955 
speak for themselves. Last year was a banner year in the residential 
field, and private capital funds supplied virtually all the legitimate 
demands. As to the future, it is noteworthy that repayments of 
principal sums on the existing national mortgage debt add substan- 
tially to the availability of long-term capital funds. If the experi- 
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ence in the immediate past hold in this regard in the future, we may 
expect about 10 percent of the outstanding residential mortgage debt 
to be repaid to the lender yearly for reinvestment. In addition, sav- 
ings and loan associations and mutual savings banks, which by law or 
by custom devote a very large proportion of their funds to the resi- 
dential mortgage market, will continue to pour their rapidly increas- 
ing savings into this area. And it is probably that additional funds 
will come in the future from pension funds. Despite the current tight- 
ness in the capital market generally, my own opinion is that of all the 
investment markets the residential mortgage market will be the one 
least likely to experience a scarcity of funds over the next 5 years. 


I would like to have my associate, Norman Carpenter, take over 
from here. 


Mr. Rains. Mr. Carpenter. 


Mr. Carrenter. I turn now to the second basic question—is there 
economic justification for the discounts presently in effect on Gov- 
ernment-insured and guaranteed mortgages? This is a difficult ques- 
tion which again can be answered only in terms of the functioning 
of the capital market as a whole. Our thoughts on this question 
may be made clear in the following way. Chart No. 8 shows the 
distribution of the principal assets held by life-insurance companies 
at the end of 1955. As you will see, the savings of life-insurance 
policyholders are invested in a wide variety of ways—industrial and 
business securities, public-utility securities, railroad securities, Fed- 
eral, State and local government securities, Government-insured and 
guaranteed mortgages, uninsured residential, commercial, and indus- 
trial mortgages, and income-producing real estate. 

Generally speaking, the contract interest rates of these various in- 
vestments are flexible and are free to move in response to changes in 
the demand for and supply of capital funds. The life-insurance 
companies and other institutional investors such as mutual savings 
banks, savings and loan associations, and commercial banks, as well 
as individuals, direct their funds with an eye toward obtaining the 
most favorable yields. In other words, investors generally are re- 
sponsive to changing interest rates under changing market condi- 
tions. In their lending capacity the officers of life-insurance com- 
panies act in a fiduciary character. The funds at their disposal con- 
stitute the savings of more than 100,000 Americans—the great 
majority of whom are persons with moderate incomes. It is our duty 
to invest this money on behalf of our policyholders to the best pos- 
sible advantage to them. The cost of their insurance protection, the 
amount which their families will derive from their policies, or alter- 
natively, their own modest income in old age after a lifetime of sav- 
ings, will depend on securing for them the highest possible investment 
rate consistent with safety. We seek yield because the trust imposed 
upon us demands that we do so. 

Within the general capital market, VA and FHA mortgages are 
unique in that the contract rate of interest is relatively fixed by 
Government order. It does change from time to time but the changes 
are infrequent and usually lag far behind capital market chan 
generally. This was the reason why, prior to mid-1953, droughts 
sometimes occurred in the availability of private mortgage funds 
for Government-insured and guaranteed mortgage financing. As in- 
terest rates rose in the face of heavy demand, uses of capital funds 
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where rates were flexible attracted funds away from the VA and 
FHA mortgage market where rates were fixed. In the middle of 
1953 it was recognized by Congress that some means is needed to 
permit flexibility in yields of FHA and VA mortgages. With the 
contract rate on FHA and VA mortgages fixed, the discounts thus 
become the means through which these mortgages have yield flexi- 
bility in response to changes in market conditions. Since this yield 
flexibility through the discounts has been in effect, the VA mortgage 
has been able to hold its own in competition with other demands for 
capital funds, and we have avoided a further big expansion of Gov- 
ernment financing. The yields available on direct loans to business 
and industry are highly competitive with Government-insured and 
guaranteed mortgages in the current tight-money market, but the 
flow of life-insurance funds into these mortgages continues at a very 
high rate. 

The great importance of yield flexibility in maintaining the attrac- 
tiveness of an investment was perhaps never demonstrated better than 
in the case of VA mortgage leone in the summer of 1953 when the 
rate on these loans was raised from 4 to 414 percent and it was made 
clear by the Congress than discounts were not illegal so long as the 
were not paid by the veteran. From the second quarter to the fourt 
quarter of 1953, according to reports made to the Life Insurance 
Association of America, the volume of new commitments made by life 
insurance companies to purchase VA mortgage loans increased by 
375 percent. 

The importance of flexible yields on FHA and VA mortgages may 
be indicated in still another way. If some of the legislation currently 
being considered by your committee is adopted and FNMA purchases 
of mortgages are used to support the prices of VA and FHA mortgages 
at artificial levels, the effect under present conditions will be to drive 
some institutional funds away from the VA and FHA mortgage 
market into other investment outlets where yields are flexible and 
more attractive. Thus the use of FNMA funds to increase the avail- 
ability of mortgage money will be self-defeating. Instead, by upset- 
ting the forces which create a natural balance in the money market 
and by discouraging private financing it will merely serve to require a 
larger and larger flow of public funds into the VA field. 

Some of the legislative proposals before your committee are directed 
to using FNMA mortgages purchases to stabilize the prices of VA 
and FHA mortgages and to wipe out the large discounts. The 
methods proposed to accomplish this purpose would place FNMA in 
virtually the same position as the Federal Reserve System prior to 
the spring of 1951 when it was purchasing Government securities at 
pegged prices. This support operation had to be ended because it 
was causing a sharp increase in the money supply and was contributing 
to rising prices. In the same way, FNMA va to support the prices 
of VA and FHA mortgages, to the extent they are obtained from 
commercial banks, would also have inflationary consequences. This 
country learned the hard way through inflation in 1950 and early 1951 
that it is healthy for yields on Government securities to be flexible 
in response to market forces. This lesson should guide us against 
the Government committing the mistake of trying to hold VA and 
FHA mortgage yields unresponsible to market forces by pouring 
funds in to this market. 
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In considering the importance of investment yield and yield differ- 
entials as forces in the distribution of capital funds we would like to 
emphasize that it is important to think in terms of net yield after 
costs. The importance of this is indicated in chart No. 9 which shows 
the average gross yield earned by life-insurance companies on nonfarm 
mortgage loans in 1954 (the latest figure available as well as the cost 
which are involved in administering a mortgage loan portfolio). As 
you will see, the average gross yield in 1954 amounted to 4.43 percent. 
The net, however, after total costs of 0.57 percent, was 3.86 percent. 
It should be emphasized that these figures are the averages for all types 
of nonfarm mortgage loans combined, including Government-insured 
and guaranteed loans, uninsured residential, and business and indus- 
trial mortgages. Average costs on VA and FHA mortgages alone are 
somewhat higher as I shall indicate presently. 

In the discussion of mortgage interest rates it is unfortunately too 
often overlooked that mortgage loan portfolios are relatively costly 
to administer with the net yield being considerably below the gross. 
At the present time, in the case of VA mortgage loans on a 20-year 
amortization basis purchased at a discount of 2 points, the gross yield 
is about 4.75 percent and the net after costs average a little better than 
4 percent. It is sometimes argued that a net yield of 4 percent on VA 
mortgages is much too high in comparison with a little better than 3 
percent yield on long-term Government securities or a yield of, let us 
say, 3.30 percent on Moody’s Aaa publicly quoted corporate securities. 
Such a comparison is meaningless so far as most institutional investors 
are concerned. The yield on long-term Federal securities and high- 
grade corporate bonds selling in the public market is not competitive 
with the investment return which long-term investors can obtain in 
the investment areas into which their funds are currently being 
directed. 

The competition which the net rate of about 4 percent on discounted 
VA mortgages must face today is the net yield which can be realized 
on such investments as uninsured residential mortgages, commercial 
and industrial mortgages, income-producing property, and direct loans 
to industrial and business concerns. These net yields provide exceed- 
ingly strong competition for the net yield on VA mortgages. In a 
»eriod such as the present in which all types of capital funds are in 
ean demand, market forces require discounts on VA and FHA mort- 
gages if the latter are to maintain their attractiveness as an investment 
outlet. 

Much publicity has been given to large discounts of several points 
on certain VA mortgage loans. These are, of course, in contrast to the 
generally prevailing national averages of 2 or 3 points. There are a 
number of reasons for differences in the amount of discounts on VA 
mortgages. One of the most important factors explaining sizable 
discounts on VA mortgage loans is the quality of the loan. Despite the 
Government guaranty, which is less than 100 percent, there is an ele- 
ment of risk in VA mortgage loans and naturally those of poorer 
quality from the viewpoint of the property involved or the credit risk 
of the borrower will carry somewhat larger discounts. It should also 
be borne in mind that a free market works both ways. At one time, 
premiums were paid on FHA loans by life-insurance companies. 

Because discounts on Government-insured and guaranteed mort- 
gages are difficult for the public to understand, particularly the ab- 
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normally high ones, we have always felt it would be preferable to 
utilize another means of making the Government-insured and guaran- 
teed rate flexible so that it can reflect and adjust fully to free market 
forces. This could be accomplished in the following way. A maxi- 
mum contract rate should be set on insured and guaranteed mortgage 
loans, but this rate should be substantially above the current going 
market rate. Under the ceiling of the maximum, the actual contract 
rates on individual insured and guaranteed mortgages would be set as 
the result of competitive market forces. The rates would move up or 
down depending upon market competition and would also be allowed 
to reflect geographical differences in the markets and differences in the 
quality of mortgages, as well as the additional expense involved han- 
dling loans in smaller towns and rural areas. Competition is keen in 
the capital markets and it can be depended upon fully to provide the 
lowest rates consistent with demand and supply conditions. 

Mr. Camp will continue with our testimony at this point. 

Mr. Rains. I would like to say that Mr. Camp’s testimony before 
the subcommittee in Birmingham, and his frequent appearances be- 
fore the Senate and House Committees, and the roundtable discus- 
sions we have had with him on mortgage credit, attest to the fact 
that he is a very keen student of the matter, although I don’t always 
agree with his viewpoints. 

Mr. Camp. Thank you, I appreciate your kind remarks. 

Views on H. R. 9537 and H. R. 10157: With this general back- 
ground, I would now like to present our views on H. R. 9537 and H. R. 
10157, the principal bills before your committee. 

First, taking up H. R. 9537, we favor this bill in the main, with the 
following principal exceptions. First, we are opposed to the pro- 
visions of title II which would make it possible for FNMA (1) to 
reduce the present stock purchase requirement from 3 to 1 percent, 
and (2) to purchase mortgages within the range of market prices 
rather than at the market price as at present. We believe that the 
provisions under which FNMA is now operating are sound in that 
they assure that FNMA will be restricted to providing a measure 
of liquidity to the market as was intended. If the proposed changes 
are adopted, as indicated earlier there is grave danger that FNMA 
will burgeon out as a big factor in the market and all create further 
inflationary pressures in the residential construction field. 

We also seriously question the wisdom of increasing the amortiza- 
tion period of 40 years in section 221 loans. This longer amortiza- 
tion period will make these mortgages much less acceptable to private 
financing institutions and will be of doubtful help to the mortgagor. 
To illustrate, if we assume a $7,000 mortgage at a 414-percent rate 
amortizable in 40 years, at the end of 5 years only No. 353 would have 
been paid in amortization; at the end of 10 years only $794; and at 
the end of 20 years only $2,038, with $4,962 of the initial loan still 
outstanding. As is obvious, the rate of amortization is exceedingly 
slow, in fact so slow that the physical deterioration and obsolescence 
of the property would undoubtedly be greater than the amortization. 
This exposes the investor to serious risk which no lender operating on 
sound lending principles would be able to assume. The 30-year 
amortization period currently in effect, although still long in the 
eyes of many institutional investors, makes the loan much more accept- 
able. Moreover, from the viewpoint of the homeowner, the monthly 
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carrying charge (interest and amortization) on a $7,000 414 percent, 
40-year mortgage is $31.50. The monthly carrying charge on the same 
mortgage, but with a 30-year amortization period is $35.49. Thus the 
shorter term, making the loan sounder, involves only $4 more per 
month in the mortgagor’s payment. More important, if the loan is 
on a 40-year basis the mortgagor must pay total interest of $8,120 
over the life of the loan, as compared with total interest of $5,776 if 
the loan runs for 30 years. Accordingly, the 40-year loan will cost 
the homeowner $2,344 more in the form of interest, which is a heavy 
price to pay for the extended maturity. For these reasons we believe 
that the 40-year loan is socially undesirable and we urge that the sec- 
tion 221 loans be continued on a 30-year basis. 

After those very kind remarks by the chairman, I think I should 
state to the committee that it is somewhat disturbing to me to be 
placed in the position of having to oppose any provision in a bill 
which carries the name of my distinguished Congressman from Ala- 
bama. I might say to the members of the committee that in my State 
Congressman Rains is considered one of our outstanding statesmen, 
and we oo the extreme interest he has taken in this whole 
question of housing and mortgage lending, and while, as he said a 
moment ago, we do not always agree, I have always found him willing 
to listen and to debate the question with an open mind, for which I 
have always been very grateful. 

I would like to preface my comments on H. R. 10157 with the gen- 
eral observation that we believe the provisions of H. R. 9537 are much 
more appropriate, with the sew exceptions noted above, in the 
present housing and mortgage lending situation. 

Title II, the secondary mortgage market: Section 201 (b) would 
make the nonrefundable capital contributions to FNMA “equal to not 
more than 2 percentum of the unpaid principal amount of mortgages” 
instead of the present provisions of not less than 3 percent of the un- 
paid principal amount or such greater percentage as may from time 
to time be determined by FNMA. The original language clearly in- 
tends that resort to FNMA should not be easy. We believe that the 
proposed amendment, which would permit FNMA to purchase mort- 
gages without requiring any capital contribution, would be a sharp de- 
parture from the original intent and would pose the threat of a sharply 
expanding FNMA operation, which as we indicated earlier is Loniil to 
have inflationary repercussions in the residential construction field. 
We recommend strongly against it. 

Section 201 (c) would permit FNMA to issue advance commit- 
ments to purchase mortgages and these commitments would be issued— 
at prices which are sufficient to facilitate advanced planning of home construc- 
tion, but which are sufficiently below the price then offered by the association 
for immediate purchase to prevent excessive sales to the association pursuant 
to such commitments. 

We are strongly opposed to this provision for the following reasons: 
(1) The history of advance commitments in the FNMA operation 
prior to the Housing Act of 1954 shows clearly that FNMA advance 
commitments encourage overbuilding and inflationary excesses in 
residential construction. (2) This provision would tend to draw 
FNMA nearer to the primary mortgage market and away from its 
basic purpose of providing supplementary assistance to the general 
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secondary mortgage market; and (3) it would tend to place FNMA 
in direct competition with private mortgage investors. 

Section 201 (d) would require that under the special assistance func- 
tion FNMA must purchase mortgages at not less than 100 percent of 
the unpaid principal amount. We recommend against this provision 
because (1) it would operate mainly to displace private investors in 
the mortgage market and would not supplement them as was the 
original intent; and (2) because of the “par” purchases, it would be 
clearly a “support operation.” If this provision is adopted it seems 
inevitable that every mortgage eligible for FNMA purchase under 
the special-assistance program would be sold to FNMA and the funds 
would be quickly exhausted. 

Section 201 (g) authorizes a $50 million revolving fund for FNMA 
to purchase and to make commitments to purchase mortgages insured 
by FHA under section 203 (i) of the National Housing Act, namely, 
low-cost housing in outlying and rural areas and in small communi- 
ties. Moreover, under this provision FNMA would be required to 
purchase mortgages at par. We are opposed to this provision on the 
grounds that: (1) it is clearly a “support operation” which would 
provide no opportunity for the play of market forces and would 
remove private investors from the field; and (2) it is not needed in 
that this area is already being aided by the secondary market opera- 
tion of FNMA and by the ee home mortgage credit program. 

i 


Investment of national service life-insurance fund: Section 202 
provides: 


The Secretary of the Treasury is hereby authorized to invest and reinvest not 
in excess of 10 percent of such fund by purchasing loans which are guaranteed 
pursuant to section 501 of the Servicemen’s Readjustment Act of 1944, as 
amended, and which are secured by property located in geographic areas where 
private capital is found by the Secretary to be generally available for guar- 
anteed loans only at an excessive discount, in order to stabilize the price at 
which such loans generally will be salable to investors. The price to be paid 
for such loans shall not exceed the unpaid principal balance thereof, plus accrued 
interest. No such loan shall be purchased hereunder except from the original 
mortgagee prior to any other sale thereof. No such loan shall be purchased 
hereunder after July 25, 1957, except pursuant to an agreement to purchase 
made on or before such date. Loans will be eligible for purchase hereunder 
only if guaranteed on or after the date of the enactment of this subsection, and 
loans so purchased may be sold for an amount not less than the unpaid principal 
balance plus accrued interest. If any loan acquired under this subsection by 
the Secretary of the Treasury shall default, and the Secretary determines the 
default to be insoluble, such loan and the security therefor shall be assigned to 
the Administrator of Veterans’ Afiairs, who shall pay to the fund (in the manner 
provided by the first proviso in section 506 of the Servicemen’s Readjustment Act 
of 1944) the entire unpaid principal balance of the loan plus accrued interest. 


We recommend strongly against this section of H. R. 10157 for the 
following reasons: 

(1) It would constitute an unnecessary and undesirable direct in- 
tervention in the residential mortgage field by the Federal Govern- 
ment. A keystone of our private enterprise system is the accumula- 
tion of capital funds through private institutions and the flow of these 
funds into investment under conditions governed by free market 
forces. The need for Government to intervene indirectly in the resi- 
dential mortgage field through such means as FHA is generally ac- 
cepted, but the direct intervention as provided in this section would 
strike at the heart of the free mortgage market. 
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(2) This proposal cannot provide any assurance of adding to the 
supply of residential mortgage funds for the reason that, in order to 
raise the cash needed to purchase VA mortgages, the Secretary of the 
Treasury must dispose of a corresponding amount of Government 
securities now held by the NSLI fund. Unless the Federal Govern- 
ment were to retire these Government securities held by the NSLI 
fund, a highly unlikely development, the Treasury would be required 
to sell a curresponding amount of Government securities to other 
investors. The big question then is where the Government would find 
purchasers for these Treasury bonds. In today’s capital market the 
Treasury receives little encouragement to offer securities to savings 
institutions such as life insurance companies, savings banks, savings 
and loan associations, and others. In any event, if such institutions 
were to purchase Treasury securities, these purchases would undoubt- 
edly be at the expense of funds which might otherwise have been in- 
vested in the residential mortgage field. Also, under present circum- 
stances, it is highly unlikely that the commercial beniiee would desire 
to purchase the new Treasury securities, but if they did so we would 
have an expansion of the money supply as a result with obvious infla- 
tionary consequences. The difficulties which would be encountered in 
this proposal illustrate the hard facts of life confronting us when we 
attempt to avoid free market forces in the capital markets. The in- 
evitable road is more and more direct Government intervention with 
serious consequences for the private enterprise system. 

(3) The language of this section clearly implies that VA loans may 
be purchased at a price higher than the applicable market price. We 
believe that it is wrong to require the Secretary of the Treasury as 
trustee of the NSLI fund to perform a fiduciary act not entirely con- 
sistent with the welfare and best interests of the policyholders and 
other beneficiaries. There is a well established legal principle that a 
trustee must make his investment acquisitions on the best available 
terms. 

(4) Section 202 is not needed in that the VA already has the power 
to stablize the market for VA loans under its direct loan program and 
in addition the VHMCP has accomplished a great deal in this 
direction. 

(5) If this section is adopted, it will have the disadvantage of driv- 
ing private mortgage money away from the VA field in areas where 
it operates and will thus be self-defeating. 

(6) As we indicated in our earlier testimony, differences in dis- 
counts on VA mortgage loans are explainable by many factors, one 
of the most important of which is differences in the basic quality 
of the loan. This provision would fail to take account of such 
differences. 

Title III, housing for elderly persons: We agree, of course, with 
the objective of improving the availability of housing accommodations 
for elderly persons. However, we prefer the proposals in H. R. 9537 
toward this objective which would make use of a liberalization of 
FHA insurance under sections 203 and 207. In H. R. 10157 the 
HHFA Administrator is authorized to make loans to private nonprofit 
corporations to assist them to provide housing and related facilities 
for elderly families and elderly persons. He cannot do so, however, 
unless funds are not available from private sources on terms and con- 
ditions as favorable as the bill permits, that is, a loan amount up to 
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100 percent of total development costs (including cost of construction 
of housing and related facilities plus the cost of the land, including 
needed site improvements) , a maximum 50-year repayment period, and 
a’ maximum rate of 314 percent. To carry out this provision the 
HHFA Administrator is authorized to issue up to $250 million of 
obligations at a rate not to exceed 3 percent. 

We are opposed to this proposal on the following grounds. (1) 
Under present capital market conditions, and those which have gen- 
erally prevailed for the last several years, it is highly likely that the 
funds to finance this program would have to be obtained by the United 
States Treasury from the commercial banking system, with further 
inflationary consequences in the residential construction field. (2) 
This direct loan program would supplant private financing in the 
field and would prevent the development of additional sources of 
private funds. (3) We believe that the liberalization of FHA terms 
as provided under H. R. 9537 will be sufficient to make a good start in 
the direction of expanding housing accommodations for elderly people. 

I would like to make the following brief comments on two other pro- 
visions of H. R. 10157. 

Rental housing insurance in title I. We recommend against the 
increase from 80 to 90 percent in the loan-to-value ratio under section 
207 on the grounds that it would assure that the sponsor’s equities 
would consist entirely of builder’s profit, land profit, and organiza- 
tion expenses. 

Relocation housing insurance under section 221. We prefer the 
provisions of H. R. 9537 in this connection except as indicated earlier 
the proposal for a 40-year amortization period. 

In conclusion, we believe that the committee should take full ac- 
count of the way in which private home mortgage financing has met 
the tremendous demand in the past decade. The investment of funds 
in this area has, in fact, been so great that it has outstripped the 
country’s physical capacity to produce housing along with other real 
capital goods. The great concentration of expenditures for housing, 
exceeding our capacity to produce, is the reason why we have already 
suffered so much inflation in this area, particularly because of peri- 
odic injections of bank credit into the housing field through FNMA. 
In a full and expensive economy such as we have now, cheap money 
is almost always expensive. What seems to be a savings in interest 
is usually compounded in inflated costs. If interest rates on mort- 
gages are stabilized at an artificial level by Government devices, it will 
inevitably cause a trend of private investment away from insured 
home mortgages to more attractive investments available for financ- 
ing home building in the United States from private sources. A 
lower fixed interest rate will be of little value if money is not readily 
available. The only alternative in such a situation would be some 
additional device to increase the money supply with serious infla- 
tionary consequences on the private structure such as we experienced 
by reason of the rigidly controlled money market of a few years ago. 
If this should transpire, it would be a poor service to save the home 
buyer pennies in interest at the cost of dollars in the form of over- 
priced homes. We believe that at this time we should pay strict at- 
tention to the hard lesson we have learned and abandon any new ideas 
of departing from the principles of a free market and flexible interest 
rates. 
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Mr. Rarns. Do you want these charts attached to your statement 
incorporated in the record ? 

Mr. Vreser. Yes, sir. 

Mr. Ratns. They may be included. 

(The charts follow:) 


CHART 1 


Sources and uses of capital funds in the United States, 1955 
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a ak tire go yelp aptes cade ockenog adept Sink es A 2.0 4.5 
ae UN chihs shaadi ow Tle ne mee chp ceh dads tls tO Seo 15.6 35. 0 
Attendants tsi dddeebedddnddapamebthd Kae kad 44.6 100.0 
' 
CHART 2 
Sources and uses of capital funds in the United States, 1950-55 
[Billions of dollars} 
> ) 
| 1950 1951 1952 1953 | 1954 1955 
Sources: 
OE cco acanccascakscbseessesnsicoane 7.9 11.6 19.0 22.1 19.6 23.7 
ee 8 ee 11.0 7.2 9.3 8.5 8.0 18.0 
Commercial banking system_-_--.-.......--.--.--- 9.4 7.0 5.8 | 4.4 2.9 
COL EARL TET OPT OE SOO 28.3 25. 8 34.1 31.7 32.0 44.6 
8.9 7.9 7.6 8.1 10.2 13.6 
1.2 1.5 1.4 me 2.3 3.1 
3.6 6.0 7.4 6.8 5.6 5.3 
2.7 2.0 2.0 3.9 5.4 5.0 
—.5 2.8 7.9 7.8 3.5 2.0 
12.4 5.6 7.8 3.4 5.0 15.6 
ee RR a Er 28.3 25.8 34.1 31.7 32.0 44.6 
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CHART 3 


INDEX OF WHOLESALE PRICES 
OF BUILDING MATERIALS. 1946-1955 


U.S. Deportment of Labor 
(1947 - 1949 = 100) 
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CHART 4 


BOECKH INDEX OF CONSTRUCTION COST 
OF RESIDENCES, 1946-1955 


(1947-1949 = 100) 
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CHART 5 


ESTIMATED AVERAGE CONSTRUCTION COST OF 
PRIVATE DWELLING UNITS STARTED, 1946-55 
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CHART 6 


AVERAGE AMOUNT PER DWELLING UNIT OF FHA INSURANCE 
WRITTEN, AND VA MORTGAGE CLOSED, 1946- 1955 
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CHART 6-A 


Additional cost to average home buyer caused by rising home prices, 1946-55 
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CHART 7 


EFFECT, ON VALUE OF PRESENT LIFE INSURANCE 
IN FORCE,OF TWO PERCENT A YEAR PRICE RISE 
FOR TEN YEARS 
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CHART 8 


DISTRIBUTION OF ASSETS OF LIFE INSURANCE COS. 
DECEMBER 31, 1955 


U.S. Governments 9.5 % All governments 12.9 % 
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CHart 9 


Average rates of income and costs on nonfarm mortgage loans of a sample of 
life-insurance companies 





{In percent] 
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Year - _— —. and servic- | home office 
Gross Net ing fees costs 
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_, _ EE aes Saae 4. 22 3. 64 59 | . 29 . 30 
ER ar aaa 4. 30 3.73 57 | 28 | . 28 
ig EE: EE 4.43 3. 86 57 | 28 | .29 
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Note.—Companies covered accounted for about 80 percent of the nonfarm mortgage loans of all United 
States life-insuranc companies. 


Mr. Rains. Gentlemen, you have made a very comprehensive state- 
ment. I realize my inability to match wits with men so learned in the 
profession, but you certainly raise a lot of questions in the mind of an 
average Member of Congress in some of your statements, and among 
those questions, is, frankly, this: 

In a Government that is spending billions and billions of dollars 
a year—regardless of what they spend it for, that is not the problem— 
don’t you really know that that Government sets the interest rate 
rather than the interest rate finding its point in a free market? 

Mr. Camp. Well, I am not sure I would agree with that, Congress- 
man Rains. Throughout what I have learned about this whole picture, 
it is a question of supply of and demand for funds, and as I have 
said to you once before, if the people of our country borrow faster 
than the rest of them save, then there is going to be a shortage of 
money, and when there is a shortage of money, just like the price of 
any other commodity, the price of money goes up. 

We showed here on our charts how the price of homes had gone up 
in this period. 

Mr. Ratns. I don’t think you will contend, surely, that the interest 
rate is the only thing that has caused the prices of homes to go up, 
it is the spending of that money I was talking about, too, was it not? 

Mr. Camp. It is the whole inflationary process among other things, 
but I would say the most important thing, as you say, is the infla- 
tionary process. And I think you will notice—— 

Mr. Rarns. Wait just a minute. 

Now, since the price of homes is up, and with the Government spend- 
ing vast sums of money, doesn’t that in the long run establish what 
the cost of money is going to be, on that increased price of that home? 
That adds to that materially, does it not, the cost of the money ? 

Mr. Camp. The amount of money that the Government spends? 

Mr. Rarns. Yes, sir. 

Mr. Camp. No question about it, because the amount of money the 
Uovernment spends adds to the inflationary pressure. I think we are 
thinking alike. 

Mr. Rarns. We are thinking alike part of the way, because I am con- 
vinced that Government spending idle to establish the rate of interest 
on all borrowed money in this country. 
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Mr. Camp. Mr. Vieser makes the comment here that only to the 
extent it takes more money out of the savings of the people. 

But I think I would agree with you to this extent, that the more 
money the Government spends, the Government has to get that money 
somewhere, and it pumps it into the economic life of our country, and 
that activity creates a demand for money and of course that tends to 
make interest rates rise. 

Mr. Rarns. Going back to a few of the specific objections you raised 
to 10157 and also one that you raised to 9537, about the capital contri- 
butions to FNMA, in which you object even to the language in H. R. 
9537, that it be equal to not more than 2 percent of the unpaid principal 
amount of the mortgages. 

Is your basic objection to that the fact that you want FNMA to 
become, as soon as possible, a privately owned corporation ? 

Mr. Camp. No, F believe my basic objection would be that FNMA 
should be used strictly as a final source of funds rather than to make 
it so easy to get FNMA funds that it would be used as a primary 
source. 

And by the way, isn’t that 1 percent under 9537 ? 

Mr. Rarns. It may be 1 percent. 

Mr. Camp. It says not less than 1. It mentions 2 percent and then 
not less than 1. 

Mr. Rarns. As I visualize the use of FNMA, and I think the purpose 
for which it was set up was to take care of the ups and downs in the 
private money market, the peaks and valleys, and to try to act as a 
stabilizing influence—isn’t that your understanding of it? 

Mr. Camp. That is certainly one objective. 

(Mr. Brown now presiding.) 

Mr. Ratns. As a result, the man who must use FNMA, the builder, 
he would much rather not be compelled to use it because he must buy 
some percentage of stock in it if he uses its facilities at all, so he usually 
is in a—well, we will use the term distressed situation, and if it is to 
take care of distressed situatitons, why should be burden him with an 
extra hundred dollars on a $10,000 loan which he has to pass on, if he 
is a builder, to the man who buys the loan ? 

Mr. Camp. I am not sure it is always a distress situation. We have 
builders, of course, who want to build houses. 

Mr. Rarns. That is not the record. I don’t think you will find any 
builder who can get money any place else who would rather invest 
3 percent of money in FNMA to buy stock and thus reduce it to 97. 

It is our observation, from the home builders, from the people who 
testify, that they only go to FNMA when they can’t get the money 
anywhere else. 

Mr. Came. Well now, it is my understanding that that was the basic 
intent of Congress, that FNMA should serve that purpose. 

Mr. Ratns. That is right. 

Mr. Camp. It should not be a primary market. 

Mr. Ratns. That is right. 

Mr. Camp. And going back to your question about smoothing out of 
the peaks and valleys, which I think is important, if that can be 
accomplished without having some permanent program where FNMA 
will have to get its money through the commercial banking system and 
add to the inflationary stream, that would be all right, but we are so 
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fearful that if it is made too easy to get money from FNMA, that that 
will be a very inflationary aspect of this whole situation. 

Mr. Rarns. We will agree that it should be kept a secondary market, 
but that it should be kept a functioning and helpful secondary market, 
not just a drag on the market. We will agree to that. 

Mr. Camp. I think that is absolutely right. 

Mr. Rarns. All right. 

Now, one or two other questions. 

I call your attention to section 201 (d), to which you referred on 
page 16 of your statement, and section—in 10157 before this com- 
mittee, which has to do with special assistance programs, which are 
what the term describes, programs that need special assistance or they 
wouldn’t be so set up. 

In this bill it is only for 1 year, that they may be bought at par 
of these new and beginning programs, whereas the Senate bill makes 
it permanent. 10157 only asks that they be supported at par for 1 
year. Do you see any real objection to that? In other words, first 
of all, assuming the Congress wants the program to go—that is, if 
the Congress wants it to move, cooperative housing, and other pro- 
grams which they have denominated as special assistance programs— 
whether you like the program or not, if the Congress thinks they must 
move, do you see any objection, since they must have special assistance, 
to support them at par for 1 year, to get them off the ground? 

Mr. Camp. That is a very interesting and important question, and I 
think that if you and we all could be sure that it would be a 1-year 
program 

Mr. Rarns. Well, that is our job up here to see that it is. 

Mr. Camp. Then I don’t think that for just 1 year the inflationary 
aspects would be of enough importance to make a great difference. 
But it is a question of the Government adopting a policy like this, 
supporting a market which is supposed to be a free market. 

Mr. Rarns. One thing you know, that you are opposed to the Sen- 
ate’s version of the bill, which would support them permanently at 

ar. 
. Mr. Camp. Yes, sir. I did not know that the Senate did that. 

Mr. Ratns. We shared some of the same viewpoints you did in that 
we wouldn’t want to see them supported at par once they are going 
concerns. Our idea in this bill was to try to give the program the jet 
propulsion it needs to get off the ground and then see if it will fly on its 
own. 

Mr. Camp. May I ask a question ? 

Does 9537—I was trying to study those two bills to come before 
you—have a provision on this? 

Mr. Ratwns. I don’t know. 

I don’t think it does. 

Now, going to page 17 of your statement, dealing with the invest- 
ment of national service life insurance funds, I would like to ask you 
about that. 

First of all, I assume you are against direct straight loans from the 
Federal Government ? 

Mr. Camp. Yes, sir; I am. 

Mr. Rarns. But your argument to me convinces me firmly that you 
favor a big program of direct loans from the Federal Government to 
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the veteran who under the law is entitled to build a house, rather than 
to see it done in private enterprise, under this section of NSLI. 

Mr. Came. I ae I missed your point on that. 

Mr. Rains. You seem to approve of a direct loan program. 

Mr. Camp. I didn’t mean to indicate that I in any way approved 
of that. 

Mr. Rains. You seem to be more in opposition to this particular 
proposal than you did of the direct loan program; is that correct? 

Mr. Camp. I don’t believe so. I think probably the reason we de- 
voted more attention to this subject than some of the others is because 
it is a fairly new subject. It has been discussed, but I believe it is the 
first time it has been introduced in a bill where we have appeared on 
it, so it is the first time we have had an opportunity to discuss it at 
length. 

Some of the other questions—support markets, discounts, and so 
forth—we have testified on before. So I don’t think we were trying 
to oppose this any more; it is just to get our views in full. 

Mr. Rarns. First of all, the Congress of the United States wrote 
into law several years ago, and it is still the law, that a man who served 
his country in time of war was entitled to certain benefits and privi- 
leges as related to housing. Whether it is wise or not, that is the law. 

Mr. Camp. Yes, sir. 

Mr. Rats. In the light of the fact that there are many counties in 
our native State of Alabama and in many other States of the Union, 
as well as the great State of California, where veterans are not able 
to get enough money to build homes, and if the Congress has a respon- 
sibility to see that that is done, and recognizing the fact that this 
money, in this national service life insurance fund, is not the Govern- 
ment’s money but is the GI’s money, and that the present law says 
that the Secretary of the Treasury may invest either in Government 
securities or in Government-guaranteed securities, what is the serious 
objection to that other than the fact that it would require the replace- 
ment of a GI’s money, that he ought to have with which to build a 
home, by the Federal Government in the bond market? Is there 
any other serious objection to it ? 

Mr. Camp. I know exactly what your motive is, because I have heard 
you discuss this subject before—your extreme interest in developing 
new sources of funds for mortgages. 

Mr. Ratns. That is correct. I want to do it in the private mort- 
gage market if it can be done. 

Mr. Camp. So I know exactly what you are driving at. But as I 
study this question, it seems to me the big thing that we are con- 
fronted with is that to use that particular money for mortgages does 
not increase the total supply of funds available for mortgages, be- 
‘ause as was pointed out in our testimony, NSLI would have to sell 
Government bonds. Somebody would have to buy them. If insur- 
ance companies, for example, bought them, then it would take that 
much money away from the mortgage market that they could invest. 
So I am just wondering—I know exactly what your motive is, and I 
think your intent is fine—but will it actually accomplish the purpose ; 
will it create any more money ? 

Mr. Rarns. I will ask you this question: You know, one of the 
things that people believe, and we recognize the fact that the money 
we have to build homes and expand our capital investment in the 
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country is savings of the people. Well, this fund we are talking 
about is savings of the le. It is savings which belong to GI’s. 

The same thing would true, what you say, if we invested or 
were able to get the great pension funds to invest in the private mort- 
gage market. They are presently in Government bonds. I don’t 
think we ought to assume that we have set aside a certain amount of 
money out of the savings of the people, which can’t be touched, because 
we have already gotten a certain amount of it in bonds. 

Mr. Camp. It is a real problem of how to get more savings, because 
as you just said, in the final analysis the only way to get money to lend 
out to people is through savings. 

Mr. Rarns. No doubt about that. 

Mr. Camr. One way that I have felt for a long time—you know 
for many years now it is the saver who has been penalized. We have 
held interest rates down. If interest rates go up, we are going to 
make it more attractive for the people of this country to save. Maybe 
we will eventually get them saving at a faster rate than they borrow. 
But I would like to get in a little plug for my company. 

You remember that statement I bled with you in Birmingham. I 
want to say that last year we made loans in 59 out of the 67 counties 
in Alabama. Now, we admit we are not a big company, but I do 
want to tell you that we are trying to do a job there in keeping the 
money spread out in the whole State. 

Mr. Rarns. You are doing a good job. If more of them did that, 
we wouldn’t have these discount areas. 

Now, you said a moment ago, or one witness did, about some phase 
of how interest rates must be governed by the value and watiahilonses 
of the loan. 

Mr. Camp. Quality of the loan. 

Mr. Rarns. I couldn’t help but think of Mr. McDonough. He lives 
in Los Angeles, and I can’t believe but what a mortgage in Los An- 
geles would be as good as one is in New York City. Yet he is faced 
with a 714-point discount on many homes in Los Angeles. I don’t 
understand how the value of the loan, or the mortgage, how it can be 
of such varying effect in one place as against another. 

Mr. Camp. We don’t operate in California. 

Mr. Virser. We can all take a shot at that because I think the an- 
swer is not in any one specific thing. It comes about because of a 
great variety of reasons. 

One is the remoteness of the area to the capital markets. 

Another is the quality of the loan. 

Another, and a very important one, is the unusual demand, in this 
fast-growing area, against the formation of savings in that particular 
area. 

One is the difficulty of servicing in these new areas. 

Comes the point of quality. Some investors feel that certain of 
the new areas in Florida or California haven’t been proven yet. 

I must admit in California, each year I go back it is proven to me 
that they were right. But there are a variety of reasons. 

However, in Kansas, perhaps money costs more than in New York 
and New England, but meat is cheaper in Kansas than in New York. 
All commodities do have a difference in value, in different areas. I 
think almost all commodities rise and fall by areas. I don’t think 
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we say in our statement that quality is the only reason. It is one 
of the basic reasons of many. 

Mr. Rains. But the nearness to the money markets of the country 
is one of the main things that has to do with the interest rate; isn’t it ? 

Mr. Vieser. It is one of the reasons, and I think frankly through 
this voluntary home-mortgage program we are making great strides 
in pushing mortgage money from the capital markets to more and 
more remote counties. 

Mr. Rains. That is nice to talk about, the voluntary mortgage 
credit, but it is still just a tiny little drop in the bucket as compared 
to the need. 

Mr. Vieser. However, I would like to say this, in connection with 
that drop in the bucket, and I admit it is small in volume at the mo- 
ment, the byproducts of expansion to small, remote counties are greater 
than the program itself is. 

In my own county, through the program, have come loans in a 
remote county. Now, without the program, we are getting, as a 
regular flow, mortgage money in those counties. So I think that while 
it is true it is only beginning, it is growing and will be helpful. 

Mr. Carpenter. May I comment on that, Congressman ? 

Mr. Rarns. Yes, sir. 

Mr. Carpenter. Some weeks ago, because of interest in this sub- 
ject, we canvassed a group of our leading participants among the 
9 shales industry in the voluntary home mortgage credit pro- 
gram, to determine what their figures showed as to the loans sa 
they had made in these areas in which they had not heretofore—that 
is not before the program was motivated—the loans which they have 
made in those areas through the program, and those loans made in 
addition, not through the program, and we found that of some 11 of 
the leading companies, where some $70 million of loans were made 
in these areas through the program, a slightly larger amount of dollars, 
a few million dollars over $70 million, have been made in those same 
areas not through the program. 

In the case of my own company, the figure is over twice. 

Mr. Rains. Well, I favor the program. I have no objection to it. 
I just don’t think that it has as of yet solved the problem, and this 
is what worries me: Charged with the responsibility of seeing that 
the veteran gets his opportunity, it is difficult for me to understand 
why we shouldn't use his own money to help him get it. 

Mr. McDonoveu. Will you yield, Mr. Rains? 

Mr. Rarns. Yes, sir. 

Mr. McDonoveu. In reference to the heavy discount that we suffer 
in so-called remote areas in California, and in areas that, as you say, 
Mr. Vieser, you have doubted in the past, and then when you went 
back you found that your doubts were not well-founded and that 
itis a food, sound market, it appears to me that any attempt on the 
part of the financial people of this country to prevent a free moving 
market in so-called remote areas, Florida, California, and other places, 
appears a little selfish on my part to keep it that way so that they 
can continue to obtain the big discount for good substantial mortgages, 
which shouldn't suffer that amount of discount. 

You know, there is an old story told about the early days of Cali- 
fornia when John Stephen McGrath said that the real-estate men 
out there didn’t lie enough about California in the early days. I 
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know, myself, I will go back after a session of Congress and find a 
new subdivision in an area that I didn’t think was quite as sound as 
it appeared to be. But it keeps on building. 

Nevertheless, the people are suffering as a result of being so far 
removed from the heavy financial market t, and they have to suffer 
a discount of as much as seven points, and I am inclined to believe 
that any attempt on the part of anyone in the financing business to 
prevent a free-moving market is a desire to keep it that way so that 
they can get good mortgages at a big discount. That is kind of a 
severe thing to say. 

Mr. Virser. I would like to say something about that, Congress- 
man, and justify my own industry’s action in your State. 

We have spent a lot of time and thought on this: 

In my own case—and we are loaning actively, and we have cor- 
respondents in San Francisco, and Los ‘Angeles, and San Diego—we 
cover the whole State, not with a lot of money but adequate money, 
fer our size—we have never made a loan in California under 97. ‘I 
don’t know whether we are missing this market I hear about, or 
whether our requirements are higher, but that is a fact. 

Now, in pursuing this subject with our industry, we do not find 
the 7’s and 10’s that we hear about. Our industry, nationally, aver- 
aged about 98 in 1955. I think that these great discounts come about 
through several other industries, or several other local situations, 
1 don’t know. But we are not getting that kind of a discount, and 
we are doing everything possible to stabilize. 

Could I just add one more thing? 

Life-insurance companies generally diversify their funds among all 
States. The premiums come in from all States. We diversify our 
investments by States. The demand for capital in this tremendously 
growing California is just remarkable. To this extent: Our industry 
is putting more money into the State of California than any other 
State. We are shifting from other States to California, but still 
vou grow faster than that shift. 

Mr. Carrenter. I would like to say, in addition, sir, that in at- 
tempting to find these high discount transactions, which would con- 
form to the requirements as to physical construction, credit of the bor- 
rower, and so on, I have had no success in finding them in California, 
where our requirements would be met, and my company, which is the 
Metropolitan Life Insurance Co., has been most active in your State, 
in this home mortgage financing field. 

The cases where the high discounts are obtainable, I believe, are 
due to some fault with the | physical property or with the credit of the 
borrower, or some other such factor. 

Mr. McDonovueu. Well, now, on the credit of the borrower, that 
shouldn't occur too frequently, because the wage rates out there are 
above the average for the United States as a whole, and the employ- 
ment is steady, unemployment is very low, and it is continuing to go 
in that direction rather than to recede. 

Mr. Carpenter. The experience in this respect of course is very 
good, but occasionally you come across a man who has too high aspira- 
tions for his particular income, for the particular house that he wants 
to buy. 


Mr. McDonoven. Even if his income is good, you mean ? 
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Mr. Carrenter. His income may be good, but he wants to buy a 
house that is worth more than 50 percent more than he should pay 
under his income. 

Mr. Brown. Are there other questions / 

Mrs. Grirrirus. I have a question. 

Mr. Brown. Mrs. Griffiths. 

Mrs. Grirrirus. On page 8 you point out that despite the current 
tightness of the market generally, your opinion is that of all the 
investment markets, the residential mortgage market will be the one 
least likely to experience scarcity over the next 5 years. I havea letter 
today from the Detroit Real E state Brokers Association, written by 
the secretary of that association, in regard to the inability to obtain 
mortgage financing in the Detroit area. And they say, “It is our 
understanding ths at this is a peculiarity that exists only in the Detroit 
area and we wish to see immediate relief.” 

Would you say that there isn’t any shortage, or that it will pass 
without anything being done? 

Mr. Vieser. In Detroit? 

Mrs. Grirrirus. In Detroit. 

Mr. Virser. I would like to say that even in normal times, there has 
always been a difference in market conditions between, let us say, 
Cleveland, and Detroit, which are relative in size and not too far. 

One of the reasons for that is the foreclosure clause of the State of 
Michigan. That alone accounts for the difference. I think mortgage 
money has, because of certain characteristics of the Detroit market, 
been a little softer at various times than in the rest of the country. 

Mrs. Grirritus. Well, as a matter of fact, isn’t it tight generally 
all over the country ¢ 

Mr. Vieser. Because of those pecular situations. 

Mrs. Grirrirus. But isn’t it tight generally all over the country ¢ 

Mr. Vieser. Oh, yes. 

Mrs. Grrrirus. This is no peculiarity of the Detroit area. 

Mr. Vieser. It is tight all over, that is right. 

Mrs. Grirrirus. I would like to ask you further, on page 6, you 
point out that there is a serious question whether the veteran or small- 
home owner is being done a real service by easy and excessive credit, 
if the primary effect. is to increase sharply the price of the house he 
buys. 

Iw ould like to ask you, if he does not buy a house, and no mortgage 
money is available, and no new houses are available, isn’t the price of 
his rent going to increase ? 

Mr. Vieser. I would say to some extent. 

Mrs. GrirFiITHs. Quite ‘extensively, wouldn’t you say ? 

Mr. Vieser. I wouldn’t say the degree, but I would think there 
would be some change in the rental market at that time, yes. 

Mrs. Grirriras. And under such circumstances, since there is no 
new ¢ capital invested, in a rental situation, and no new jobs, wouldn’t 
you say that unless mortgage money is made available, so that new 
homes are built, that you are adding one more thing to the downward 
pressures in this country ? 

Mr. Vireser. I think that we definitely feel that we should always 
produce as many houses as this country needs. I don’t think you can 
pick a figure out of the air. We should produce as many as we need, 
and I think our industry has demonstrated quite adequately that we 
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are behind that. We have financed all this tremendous number in 
the last year, and I think that we all have sufficient money from savings 
of the people to finance sufficient homes for people during the next 5 
years. 

: Mrs. Grirrirus. If the money is now available, then what is the 
problem that these people are talking about, when they say there is 
no money ¢ 

Mr. Visser. I don’t believe we can say there is no money, because our 
figures prove conclusively that each month of this year our own 
industry is putting out just a little more than it did in the biggest 
year in our history in 1955. Last year was our banner year. The 
first-quarter figures from our industry indicate we put in more this 
year, just slightly, than last year. So we can’t say there is no mortgage 
money. It isa little—the new starts are a little less. 

Mrs. Grirrirus. The demand must be greater ¢ 

Mr. Vireser. The demand is greater. 

Mrs. Grirrirus. If you cannot supply the demand, then what are 
we supposed to do? Of course, one of your ways of supplying the 
demand would be simply to raise the interest rate and cut off the 
demand. 

Mr. Virser. No, I wouidn’t say that. A little increase in interest 
rate might divert some mortgage money that is presently going into 
shopping centers, office buildings, or plants, which are presently pay- 
ing 5, 5 and a half. Some of that money might be diverted into 
housing. 

But, I believe, with our statement that we will have sufficient money 
for the housing starts of the next 5 years. 

Mrs. Grurrirus. Actually, on page 8 you point out that you are an 
investor in rental properties, so that it is not a matter of great con- 
cern to you whether we have a tremendous new building surge or 
whether you just rent property. 

Mr. Vieser. I didn’t get your question. 

Mrs. Grirrirus. It wouldn’t be a matter of great concern to you 
whether we had a tremendous building surge or whether you just 
rented the property. Would that be right? 

Mr. Vieser. I think it would be of tremendous concern to us. As an 
industry, we have practically no rental housing that we own, a very 
insignificant amount, and we would have a matter of deep concern 
that our country produce sufficient housing for its people. 

Mrs. Grirrirus. Would you say on page 8 that your statement is 
incorrect ? 

Mr. Vieser. We invest in income producing real estate but not to 
aay extent to the amount that we invest in mortgages on one-family 

omes. 

Mrs. GrirFirus. Since you are in the business of lending money and 
investing money, is it not really to your best interests that you not 
have the Government as a competitor in this business? 

Mr. Vieser. We do not look with favor on having the Government 
loan directly to our people and disturbing the private markets. 

Mr. Brown. If there are no further questions, you may be excused. 

Gentlemen, we appreciate your testimony. 

Mr. Vieser. Thank you. 

Mr. Brown. Our next witness is Mr. Reuben Johnson of the Na- 
tional Farmers Union. 
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Come around, Mr. Johnson. 
You may proceed. , 
Mr. Jounson. Thank you very much, Mr. Chairman. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARM- 
ERS UNION, AS PRESENTED BY REUBEN JOHNSON 


Mr. Jounson. For the record my name is Reuben Johnson. I am 
assistant coordinator of legislative service, National Farmers Union. 
Mr. James G. Patton, president of National Farmers Union, is in- 
tensely interested in programs to eliminate the deficiencies in farm 
housing. He would have liked to appear personally, but his heavy 
schedule has prevented him from doing so. He has asked that 1 
present his statement to the committee. 

I attended in March of this year the biennial convention of National 
Farmers Union where delegates reaffirmed their interest in credit 
programs adapted to family farm needs. I found, as always among 
farm families, interest in programs of credit which will make possible 
additional public housing in urban and city areas and adequate, low- 
cost housing loans for farm families. Delegates to our recent con- 
vention adopted a program which supports both direct and insured 
farm housing loan programs. 

Including substandard dwellings in both cities and rural areas, more 
than 15 million housing units or almost one-third of all United States 
housing units are either dilapidated or surrounding by decaying dwell- 
ings or lacking plumbing or running water. Move than 10 million of 
these units are beyond repair; they must be replaced. 

The large segment of the population who live doubled up or over- 
crowded are suffering even co they may not live in substandard 
housing. 

Farm families for the most part, are not being considered when 
there is mention of inadequate housing. Yet they are hit harder than 
any other segment of the United States population (based on informa- 
tion contained in the Housing Yearbook for 1954, National Housing 
Conference). This apparently is just as true today as it was when 
major attention was first focused on the problem of providing adequate 
housing in the early thirties. 

The drastic decline in farm income since 1952 has further aggra- 
vated the long-time farm housing problem. 

A far greater percentage of farm families live in substandard homes 
than do urban families. Nationwide, in 1950, almost 3 million farm 
families lived in houses so dilapidated that they needed to be com- 
pletely replaced or have major repairs. 

In contrast, only about 1 out of 20 urban homes were so classified in 
that year (table I, attached). 

High interest rates, inequity in parity income levels between farm- 
ers and urban and city dwellers (farm per capita is less than half 
urban and city per capita income—S$854 for farmers and $1,959 for 
other people) widely scattered housing units making impossible mass 
construction projects as in urban and city areas, and the general lack 
of the type of housing credit needed by farm families are factors con- 
tributing to deficiency housing for farm families. 
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Net income of farm operator families dropped from $14.9 billion 
in 1952 to $11 billion in 1955. This drop is equal to one-third of the 
1952 net farm income level and coming over a relatively short 3-year 
period is a major disaster for farm families. Even in the face of the 
drastic cut in net income, it has been predicted by the Department of 
Agriculture that a further cut in net farm income of 5 to 10 percent 
will take place in 1956. 

Mr. Chairman, the inadequacy of farm housing was serious in 1950 
when farm income was up around 100 percent of parity. With net 
farm income down nearly $4 billion since 1952 and in excess of that 
amount since 1950, the inability of farm families to correct farm 
housing deficiencies has reached a new low. Adequate credit is not 
the only corrective needed for enabling farm families to upgrade 
housing standards. Realizing the importance of farm income, Na- 
tional Farmers Union has fought along with farm families for ade- 
quate price-support legislation. 

Providing tomity farmers with adequate housing means attacking 
the problem on many fronts. Parity farm income and adequate 
credit with reasonable interest rates are two means of helping family 
farmers to housing on a par with urban and city residents. We need 
to use our imagination on both fronts as well as in the field of housing 
research if opportunities are to be provided for correcting farm 
housing deficiencies. 

Rural families who need direct housing credit of the type availa- 
ble through the Farmers’ Home Administration can be divided into 
three groups. These families would rarely be able to pass the 10 
percent equity requirement for insured loans through the agency. 

The first group is that of capable young farmers with little accumu- 
lated money or other resources who are finding it more and more difti- 
cult to meet the increasing capital requirements of farming in a period 
of drastic income decline. The lack of housing credit on terms 
geared to the income from farming, means that most of these families 
are destined to spend their most productive years in grossly inade- 
quate homes. This period in most cases extends beyond the years 
of greatest. family need—the years when children are in the home. 

The second group is made up of families who have been unable 
to obtain the credit needed to construct or make changes in existing 
service buildings which must be done if they are to keep pace with 
changing agricultural patterns. For example, for a family to shift 
successfully. from a one-crop system of farming to a diversified pro- 
gram in which dairy cattle, beef cattle, sw ine, or poultry are included, 
or a combination of such enterprises requires adjustments i in housing 
facilities. 

The third group are families living in rural areas but who because 
of inadequate land resources or other reasons are not engaged in farm- 
ing on a full-time basis. Among the majority of these families, farm- 
ing operations of a subsistence nature are carried on to supplement 
whatever income is earned from off-farm sources. 

Families of this type would be eligible for housing credit under 
title V of the Housing Act of 1949, as amended, if the agricultural 
commodities produced for home use or sale have an annual gross 
value of at least $400 based on 1944 commodity prices. 

Before any farm family may receive farm housing loans from the 
Farmers Home Administration, they must be unable to obtain a loan 
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from conventional sources and lack the necessary capital to make 
needed improvements. In other words, Mr. Chairman, farm families 
are denied housing credit under Federal programs if they are in- 
eligible for such credit under the Farmers Home Administration 
program. aa ; 

While we are not prepared to suggest at this time the kind of hous- 
ing program needed by family farmers ineligible for Farmers Home 
Administration assistance, we do feel that these farm families should 
have accessible some program for insuring farm housing loans made 
from private sources on a similar basis as urban and city families. 
However, Mr. Chairman, there are as you know many factors affect- 
ing housing credit on farms that differ from such credit in cities. 
For that reason, provision should be made for setting in motion a pro- 
gram in which a major part of the administration is left to personnel 
cognizant of the many different factors affecting farms and their 
peculiar housing credit requirements. 

We are engaged in a study of a farm housing credit program which 
will be adapted to family farmer needs. We have not formulated 
any specific program for presentation at this time, but we will appre- 
ciate an opportunity to present it to the committee at a later date. 

Authority for making farm housing loans under title V of the 
Housing Act of 1949 has been given by the Congress of the United 
States since the original act was passed through June 30, 1956. How- 
ever, the Administration discontinued such loans on December 31, 
1953. Administration budget requests for fiscal years 1954, 1955, and 
1956 did not provide for funds with which to continue the program. 

Parenthetically, it should be noted that a recent supplemental 
budget request would reinstate the title V housing credit program. 
The request for funds, however, provides only for $5 million for the 
remainder of the 1956 fiscal year. 

Action in discontinuing the title V housing credit program was 
taken in 1954 in apparent anticipation of congressional sanction of 
the proposed elimination of the farm housing program, as authorized 
under title V of the Housing Act of 1949. Congress, however, did 
not support elimination of the farm housing program, as authorized 
under title V of the Housing Act of 1949. In National Farmers 
Union, we believe the Congress acted wisely. 

We definitely feel the need of a yardstick farm housing credit pro- 
gram where direct funds are available. As an example, let me cite a 
comparison in interest rates on farm housing loans between title I of 
the Bankhead-Jones Farm Tenant Act and title V of the Housing Act 
of 1949 as amended. While title I of the Bankhead-Jones Farm 
Tenant Act as amended in 1954, gives authority for both direct and 
insured loans to be used for farm ownership and farm housing loans, 
the beneficial effect of a yardstick housing credit program was lost 
with an increase in interest rates to 4144 percent. The Department 
of Agriculture was prepared to increase the interest rate to 5 percent, 
and most certainly would have done so if not restrained by suppliers 
of private funds who felt that a guaranteed return of 4 percent was 
out of line with other federally insured investments such as Govern- 
ment bonds. One-percent interest on insured farm housing loans goes 
to the Farmers’ Home Administration for insurance and service. 

Farm housing loans under title V of the Housing Act of 1949, as 
amended, if available, would bear 4 percent interest. And with farm 
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income down as it is, a good case can be made for making such loans 
at the cost of money to the Federal Government. 

Mr. Chairman, we support enactment of your bills, H. R. 9782, 
H. R. 10157, and H. R. 10296, which extends the authority for making 
loans under title V of the Housing Act of 1949. 

There are some differences in the provisions of these bills, but I 
am only going to speak to the authority providing for extension of 
title V of the Housing Act of 1949. 

Congressman Davidson’s bill, H. R. 10296, provides for permanent 
extension of this program. While we fully understand the reason 
why Congress has reserved the right in the past to review the farm 
housing program periodically, we see no reason why title V of the 
Housing Act of 1949 should not be extended permanently. 

Congressman Rains’ bill, H. R. 10157, provides for a 1-year exten- 
sion, which we feel would not be sufficient to get the housing credit 
program authorized and established on a sound basis. 

There are two reasons why we feel this way, Mr. Chairman. One 
is that it takes a little time after you get a program like this in 
operation to advertise the fact that funds are available for housing 
loans, and second, we question whether a 1-year extension is advisable 
in view of the difficulty that we have had in getting an appropriation 
for carrying on this program. If we are going to get any funds to 
operate on, it looks like our best chance is with a long-term extension 
of this authority, which we have had in effect, during the past 3 years, 
but for which we have had no funds. 

Congressman Thompson’s bill, H. R. 9782, contains the same pro- 
visions on farm housing loans as that reported by the Senate recently, 
in S. 3855. Congressman Thompson’s bill provides for the extension 
of title V authority for 5 years. 

While we favor permanent extension of title V authority, as con- 
tained in the Housing Act of 1949, we will not object to such a provi- 
sion for extension as that provided by the Thompson bill. 

Mr. Chairman, probably the most important consideration to be 
looked at in connection with this program is the fact that for the past 
3 years we have not had any funds to make these loans. The admin- 
istration has not made a request in the budget. 

The administration has not made a request in the budget for 1956— 
57 to continue making loans under the authority provided by H. R. 
10157, H. R. 10296, or H. R. 9782, if enacted. We should regret to 
see another year go by where authority exists for the title V farm 
housing credit program and no funds with which to implement it. 
We, therefore, urge you, in the event of enactment of legislation au- 
thorizing such a program, to use your good influence to get adequate 
appropriations made available by the Appropriation Committees in 
the Senate and House. 

I have in addition to table I other information which I request 
permission to insert in the record at the close of my oral statement. 

I appreciate the opportunity to appear before the committee in 
behalf of the members of National Farmers Union. I will try to 
answer any questions which you or members of the committee may 
have. 

Mr. Brown. Mr. Johnson, isn’t it true that the Congress extended 
the farm housing program in 1954 and 1955, but the Secretary of 
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Agriculture did not ask the Appropriations Committee for any money 
to carry out this program ? 

Mr. Jounson. That has been the case. A request for the $5 million 
has been made for this fiscal year through the supplementary appro- 
priation bill, Mr. Chairman, and this $5 million was for use only 
through June 30 of this fiscal year 1956. There has been no request 
made by the administration, either for the authority to continue this 
program in the 1957 fiscal year, or for funds with which to implement 
it. 

Mr. Brown. I think you have answered this question in your state- 
ment, but I will repeat it. Do you believe we should follow the rec- 
ommendations of the Agriculture Department and raise the interest 
rates on housing from 4 percent to 414 or 5 percent ? 

Mr. Jounson. As I stated, Mr. Chairman, we are very much of the 
opinion that we need to keep a direct lending program in operation, 
not only in the area of farm housing but in some of the other credit 
fields. We think this is necessary because it provides a kind of a 
“vardstick” on interest rates. We don’t think there is anything that 
is wrong or bad about this. I believe it was Congressman Rains who 
pointed out earlier today that the Government determines pretty 
largely what the cost of money will be for urban and city housing. 
We know that there are many Government programs which relate 
to what the cost of money will be. We don’t see anything wrong 
with protecting our farmers through the use of a direct lending 
program. This just establishes a “yardstick” which helps to keep 
interest rates down to where farm families can afford to borrow 
money for housing. We think a good case can be made for interest 
rates under 4 percent. 

Mr. Brown. Do you agree we should let the farm housing program 
authorized by title V die and depend on the Bankhead-Jones Act 
solely to supply farm housing ? 

Mr. Jounson. Mr. Chairman, I know that this is a controversy 
now, and I would answer your question by saying this: The farm 
housing program, as operated under title V of the Housing Act of 
1949, has been a very successful program. Some of the information 
that I am inserting in the record points up the broad authority pro- 
vided for housing credit. The title V authority on housing loans is 
much broader than Bankhead-Jones authority. This information 
also points to the fact that the rates of principal and interest pay- 
ments to matured principal and interest due, was 106 percent as of 
December 31, 1954. In other words, the money loaned under this 
program was not at any cost to the Government. The money has 
been paid back with interest. } 

_ You will remember that people who obtain Farmers’ Home Admin- 
istration loans have to be certified as eligible for this credit by a 
county committee of three farmers, and one of the conditions of eligi- 
bility is that they not be able to get loans from conventional credit 
sources. We think it would be a great error for us to let this program 
lapse, depending solely upon Bankhead-Jones Act in its present form 
for housing credit. I am very much encouraged that the Congress, 
for 3 years—while the administration has been adamant in their 
views—has provided for the continuation of the program, has felt 
that it was important enough to continue. We certainly believe that 
the Congress is not going to change positions at this point, and we 
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look forward to the Congress extending this authority for a mini- 
mum of 5 years. 

Of pete you know that in the bill reported out by the Senate 
Banking and Currency Committee, this program has been extended 
for 5 years, through 1961. ; 

Mr. Brown. Are there any other questions of Mr. Johnson? 

Mr. Tatrz. Mr. Chairman. 

Mr. Brown. Mr. Talle. 

Mr. Tatie. Mr. Johnson, in your testimony you stated, I believe, 
that there are certain aspects about farm housing that are different 
from other housing. Do you choose to mention some of those aspects ¢ 

Mr. Jounson. Well, one of the biggest differences, of course, is the 
fact that farm houses are scattered over a much wider area than are 
urban and city houses. As I have seen the housing go up in develop- 
ments in the Washington area, I have seen a much different problem. 
Houses here are very close together. A workman can walk out of 
one house to start to work on another. Material can be delivered to 
a central point. All these factors cut down the cost, it seems to me, 
of housing in cities, and tend to contribute to the higher cost of hous- 
ing in rural areas. 

Then, of course, service buildings—when I speak of service build- 
ings, I think primarily of all buildings—that are part of a farm opera- 
tion other than the home; actually, even parts of the home are service 
facilities. But the fact that credit is needed by farmers for separate 
service buildings, for dairy barns, poultry houses, and so on, means 
that there are special needs that have to be met, and that personnel 
handling such a program must know something about what the needs 
are in this service building area. 

Mr. Tauix. There is another aspect which would apply to quite a 
few areas. I refer, for instance, to what was done in World War IT, 
when lumber was very scarce. Roughly one-third of the lumber used 
then on farms was sawed right on the place, by mobile units moving 
around. Farmers sawed their own trees into lumber. Of course, 
watch must be taken that that lumber is cured before it is used in 
building or you may get some very peculiar structures. That is an 
offsetting influence that would tend to reduce the cost. 

Mr. Jounson. Yes, that is true, Congressman. One of the ad- 
vantages of the credit program carried on under title V of the Hous- 
ing Act of 1949 which has worked to the advantage of the farm fami- 
lies in holding costs down is the way they have utilized their own labor 
in building homes. Many times they have been able to build homes 
worth considerably more than the cost to the family because of this 
and the fact that they used materials from the farm. 

This is, to me, another good reason why this program ought to be 
continued. 

Let’s give these families, who can’t get housing credit from con- 
ventional sources, a way to get credit at low cost, so that they can use 
lumber from farms and their own family labor in the construction of 
homes. 

Mr. Tauie. A good many farmers are not only jacks-of-all-trades, 
but they are masters of all trades. 

Mr. Jounson. That is very true. 

Mr. Tate. Some of them are very good carpenters, plumbers, elec- 
tricians, and what have you. 
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Mr. Jounson. That is very true, and farmers, except for those in 
certain lines of operations where their time is devoted to farming 
operations continually, do have short periods when they can devote 
time to the building of houses and service buildings. But in order to 
do the kind of job that is needed here, particularly in the areas of 
the country where we have a high percentage of low-income farmers, 
and that is nearly everywhere now, we need a sizable farm housing 
credit program for the 1957 fiscal year. 

Mr. Tautie. Thank you, Mr. Johnson. 

That is all, Mr. Chairman. 

Mr. Betts. May I ask a question ? 

Mr. Brown. Mr. Betts. 

Mr. Berrs. What reason did the administration give for not put- 
ting a request in the budget for the Farmers’ Home Administration ? 
Do you recall? 

Mr. Jounson. I don’t know as I have ever seen any reason given at 
all for not requesting funds for this program. I can’t answer that 
question. There has been a trend in the Farmers’ Home Administra- 
tion toward getting away from direct credit and getting into the han- 
dling of all credit programs on an insured basis. 

Mr. Berrs. Is that the difference between that and the Bankhead- 
Jones line of credit? 

Mr. Jounson. I am sorry. 

Mr. Berrs. Was that the difference between the Farmers’ Home 
Administration loans and the loans under the Bankhead-Jones Act? 

Mr. Jounson. The Bankhead-Jones law has always provided au- 
thority for insuring loans. 

Mr. Berrts. Is it a direct loan proposition ? 

Mr. Jounson. But there are direct loans made as well under title I 
of the Bankhead-Jones law. The authority for making housing 
loans either direct or insured, is not as broad under Bankhead-Jones 
as under title V of the Housing Act of 1949. Under the title V farm 
housing program the housing credit made available was direct credit, 
direct loans. Moneys were made available out of the Treasury. 

Mr. Berrs. Are there enough resources to make loans under the 
Bankhead-Jones Act? I mean is it functioning now? 

Mr. Jonnson. Yes, sir. 

Mr. Berrs. Do you think that is is doing a good job in meeting the 
needs of farmers for loans? 

Mr. Jounson. Yes, sir; we have supported the legislation, recom- 
mending every year that the program be enlarged. 

Mr. Berrs. I am just wondering where the line is between that and 
the direct loans under the Farmers’ Home Administration ? 

Mr. Jounson. I think that the main point to be made here is the fact 
that there is a need for a “yardstick” credit program, and that a di- 
rect lending program is a much better way to go about this. In my 
submission for the record I have explained the three different types of 
loans that would be possible if the title V authority is extended. One 
of these sections, section 503, makes possible housing loans to qualified 
owners whose present income from farming and other sources do not 
appear adequate to make the full annual payment for the first 5 years. 
That authority, as I understand it, does not exist in the Bankhead- 
Jones law. 
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Under this section the Government may make contributions in an 
amount equal to the interest and 50 percent of the principal during 
each of the first 5 years. 

Another one of the reasons why we support this type of program is 
that it makes possible grants in case of emergency, where people need 
housing credit fast, as in the unfortunate event of some disaster like 
a tornado, to make possible sanitary housing facilities. 

Mr. Berrs. I do not want to take any more of your time. The only 
reason I asked that was because I thought there were sufficient loans 
being made under the Bankhead-Jones Act to warrant the administra- 
tion not doing anything under the Farmers’ Home Administration, 
and that there were not enough applications under the latter. 

Mr. Jounson. I do not have the statistics. 

Mr. Berrs. I think that would be important. 

Mr. Jounson. I think it would be important to look at, but I have 
a question about whether the Bankhead—Jones Act is able to make 
up the difference, in other words, is able to extend loans to all the 
oro who have been able to get loans in the past under the title V 

ousing program. One of the things possible under title V and not 
under Bankhead-Jones is that fact that anybody whose income is 
$400 a year based on 1944 commodity prices, can get a housing loan 
assuming he is otherwise eligible. Whereas under Bankhead-Jones, 
it is limited to full, or near full-time farm operators. While we 
represent mostly full-time farmers in the National Farmers Union 
we recognize that there are a lot of farmers who are not devoting 
their full time to farm operations who might well do so if they had 
the assistance a program like this would provide. There seems to 
be a real need for providing some sort of assistance to these in-be- 
tween operators, many of whom work in town and farm on a part- 
time basis. I believe Congressman Brown, you have a lot of these 
kind of farmers in your District. They want to farm but they have 
not got the place built up to where they can farm on a full-time 
basis. 

Mr. Betrs. I think that is true over the country. 

Mr. JoHnson. Yes. 

Mr. Brown. Are there any other questions? If not, you may be 
excused. 

Thank you for your testimony, Mr. Johnson. 


Mr. Jonunson. Thank you, Mr. Chairman, and the other members 
of the committee, for your courtesy. 
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(The information referred to above is as follows :) 


TABLE I.—Substandard dwellings, United States, 1950° 


{In thousands] 


Require re- | Require re- 














Substandard placement habilitation 
ee ee 9 SE ae an Oe es theca een: REE Ceara 
Farm: 2 
Serious deficiencies. _- ; 2,000 | 1, 500 3(500) 
Other deficiencies. -- & : ; | 1,400 |___. } 1, 400 
Total farm___- asiiiahe ay es . 3, 400 1, 500 1, 400 
Urban: 4 f Wi ib ea aha 
Dilapidated_____ a8 =~ 2, 200 i yes ' 
Lack plumbing or running water _ _- : 4, 700 2, 700 2, 000 
In substandard blocks. 2, 000 2,000 | Jedees 
Total urban . ee re 8, 900 6, 900 2, 000 
Rural nonfarm: 5 Coe tee 
pS Se ee aes c's ; ae 1, 100 OD 8) cit. ass 
Pe a a 1, 900 700 1, 200 
Total rural nonfarm. --_-_--..-..----- Peed 3, 000 1, 800 1, 200 
I 6 Fe Sabri ekeg andi a Saba ntnpanaenewns 15, 300 10, 200 4, 600 














! From the Housing Yearbook, National Housing Conference. 
2 Based on USDA data. 

? USDA expects to be abandoned. 

‘ Housing in standard metropolitan areas. 

5 Nonfarm dwellings outside standard metropolitan areas. 


FARM HOUSING ACT OF 1949 


The Housing Act of 1949 expired on June 30, 1954. Under title V of this act, 
the Farmers’ Home Administration was authorized to make loans to farm 
owners to construct and repair farm housing and other buildings, provided 
credit was not available to the applicants on reasonable terms from other 
responsible credit sources. 

No request was made for funds in the 1954, 1955, or 1956 budget message 
of the President to continue this program. It was decided administratively 
by the Eisenhower administration during the 1953 fiscal year to discontinue 
making housing loans under sections 502, 503 and 504 of the Housing Act of 
1949. This action was taken in anticipation of congressional sanction of the 
proposed elimination of the farm housing loan program as authorized under 
the expiring act. However, Congress did not lend support to the elimination 
of this program. Subsequent Housing Acts in 1954 and 1955 have authorized 
the Farmers’ Home Administration to continue title V loans. However, no funds 
have been appropriated, mainly due to failure of Eisenhower administration to 
make budget requests. 


DEFINITION OF A FARM 


For purposes of determining eligibility, Congress has defined a farm as land 
“* * * operated as a single unit which is used for the production of one or 
more agricultural commodities and which customarily produces or is capable 
of producing such commodities for sale and for home use of a gross annual 
value of not less than the equivalent of a gross annual value of $400 in 
1944 * * *.”” Thus housing loans may be made on farms which are too small 
to meet the efficient family-farm unit requirement of the Bankhead-Jones 
Farm Tenant Act. Housing loans under title I of the Bankhead-Jones Farm 
Tenant Act are only incidental to the main purpose of the loan. 


REPAYMENT TERMS 


Loans are amortized for a period not longer than 33 years and bear 4 percent 
interest. 
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Section 502 loans 


These loans are made to qualified farm owners who are able to repay such 
loans in full from farm income and other sources. They are made to construct, 
improve, alter, repair, or replace dwellings and essential farm buildings, includ- 
ing—provided such items are purchased in connection with a loan to improve 
the house—heating, lighting, cooking, and refrigeration facilities. 


Section 503 loans 


These loans may be made to qualified owners whose present incomes from 
farming and other sources do not appear adequate to make the full annual 
payment for the first 5 years. Under this section, the Government may make 
contributions in an a mount equal to the interest and 50 percent of the principal 
due each year. Such loans may be made for the some purposes as section 502 
loans, and, additionally, funds may be included to purchase additional land 
or to develop the farm of the borrower when necessary to provide the income 
needed to support the family and enable them to repay the loan. 


Section 504 loans 


Under this section, loans, grants, or a combination of loans and grants may 
be made to quaified owner-occupants of farms (see farm definition above) for 
repairs and improvements to make the dwelling safe and sanitary and to re- 
move hazards to the health of the applicant, his family, or the community. 
Repairs may be made also to other essential farm buildings in order to remove 
hazards, and the loans under this section may inelude funds to enable a _ bor- 
rower to buy additional land or to develop his farm to the extent necessary 
to supply income sufficient to eliminate or reduce the need for a grant. 


FARM HOUSING LOAN REPAYMENT RECORD OF THE FARMERS’ HOME ADMINISTRATION 


As of December 31, 1954, matured principal and interest amounted to 
$16,668,296. As of the same date, total payments on farm housing loans 
amounted to $17,596,774, not counting refunds and extra payments. Thus, the 
rates of principal and interest payments to matured principal and interest 
due was 106 percent as of the above date. 

If extra payments and refunds in the amount of $1,788,311 were added to the 
total payment figure of $17,596,774, the ratio of payments to matured principal 
and interest due, as of December 31, 1954, would be upped to 116 percent. 


Number and amount of farm-housing loans, by fiscal years 
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1 137 subsequent loans. 
2 2014 subsequent loans. 
3171 subsequent loans. 
4 No funds requested by Eisenhower administration, 


The Crerx. Mr. Chairman, the next witness is Mr. George W. West, 
on behalf of the Chamber of Commerce of the United States. 

Mr. Brown. I want to say that my friend, Hon. George West, is 
from Atlanta, Ga. He is a good citizen, and one of the most outstand- 
ing businessmen in my State. 

He is here today representing the United States Chamber of Com- 
merce. 

Mr. Tatitx. Mr. Chairman, may I say to you Mr. West, that our 
acting chairman, Mr. Brown of Georgia, is a very able Congressman ? 


Mr. Brown. Thank you, Dr. Talle. 
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Mr. Wrst. Mr. Chairman, and the other members of the commit- 
tee, let me say that he has long since been entitled to be Congressman- 
at-Large in Georgia, and we all claim him. 

Mr. Brown. Thank you. You may proceed in your own way, 


Mr. West. 


STATEMENT OF GEORGE W. WEST, ATLANTA, GA., REPRESENTING 
THE CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. West. I am George W. West, Atlanta, Ga., a member of the 
board of directors of the Chamber of Commerce of the United States. 

The national chamber is a federation composed of 3,200 chambers 
of commerce, and trade and professional associations with an under- 
lying membership of 1,700,000 business and professional men. 


TITLE I—PROPERTY IMPROVEMENT LOANS 


We believe it is desirable to extend the FHA title I provisions as 
provided in H. R. 9537. The experience of 22 years’ operation of the 
FHA title I program has adequately demonstrated the stability of this 
arrangement for encouraging home repair and improvement. The low 
loss ratio—about 1 percent—is evidence of public maturity in the use 
of this type of credit. 

We believe that extending the maximum insurable amount of the 
loans to $3,500, and $15,000 on multifamily units, and extending the 
payment period to 5 years and 32 days are all justified by the low loss 
record of title I. The extended payment period and the increased 
insurable amount would permit homeowners to undertake more ade- 
quate home improvements. 

An opportunity for furthering the conservation and rehabilitation 
of the existing supply of housing is presented by the title I provision 
of the bill. 

Millions of homes can be improved as a result of this portion of the 
proposed legislation in conjunction with home-improvement year 
which has grown out of the nationwide home-improvement campaign 
called Operation Home Improvement. Operation Home Improve- 
ment is doing much to interest more people in improving their homes 
and encouraging the home-improvement industry actively to serve the 
people’s desire for better housing. 

I have with me copies of a booklet on Operation Home Improve- 
ment which describes the extent of the efforts by construction imdus- 
try manufacturers and distributors, periodical publishers, business 
associations, and the Chamber of Commerce of the United States to 
stimulate home improvement. I shall be glad to supply copies of this 
booklet to the committee. 


TITLE IV 





PUBLIC HOUSING 


The national chamber opposes the proposal in H. R. 9537 (and other 
bills) for additional federally subsidized public housing. 

Federally subsidized public housing is not needed to stimulate em- 
ployment, as was claimed during the depression years. It is not a 
cure-all for slum clearanc., as has been argued in recent years. It is not 
necessary as a solution te housing shortages, since this postwar condi- 








486 HOUSING ACT OF 1956 


tion has been adequately handled by the construction of more than 
10,500,000 privately financed dwelling units since World War IT. 

This tremendous volume of housing construction has been accom- 
panied by a surge in homeownership. Since 1940 the number of non- 
farm homes owned has more than doubled. During this period close 
to 14 million families have become homeowners. Whereas in 1940 only 
41 percent of all nonfarm families owned their homes, today 59 percent 
own their homes. 

This growth in homeownership comes as no surprise when we con- 
sider that about 1,200,000 families annually join the ranks of those 
with yearly incomes of more than $5,000. 

We oppose additional federally subsidized public housing for these 
reasons : 

1. Federally subsidized public housing does not fit in a framework 
of government which is “of * * *, by * * *, and for the people 
* * ** Public housing puts the Federal Government in the role of 
doing things to the people. It fosters special-privilege groups who 
are given subsidized housing while other people of equal or lower 
incomes are forced to pay taxes to provide the subsidy. 

2. Federally subsidized public housing ghettoizes certain income 
and racial groups by forcing them all to live in project areas when 
they accept occupancy in public housing. These people are marked 
as being wards of the Government. 

3. Federally subsidized public housing occupancy arrangements 
have the effect of destroying incentives because occupancy privileges 
may be withdrawn when incomes go beyond certain brackets. 

4. Public housing which is subsidized by the Federal Government 
tends to be political housing. Tenants are beholden to the system 
and to the people who gave them the special privilege of living in 
housing for less than the full expense of providing it. It would be 
possible for decisive political power to rest in the hands of those who 
control public housing if such housing was produced in the quantities 
recommended by S. 3855. Public housing subsidized by the Central 
Government is considered a necessary part of socialistic programs. 
But it is an obsolete and reactionary method of providing decent, 
safe, and sanitary housing in a free, private, competitive economic 
system. 

We believe that the Federal Government can be a better long-range 
influence on adequate housing for the American people by encouraging 
the State and local governments to accept the responsibility for achiev- 
ing decent, safe, and sanitary housing for needy families. 

We urge that the Congress place more emphasis on balanced com- 
munity development, so that housing, which is just part of community 
development, can be upgraded through programs of enforcement of 
adequate housing codes and voluntary rehabilitation. We believe in 
the competency of the people in their communities to develop such 
balanced programs. 

The national chamber is actively helping community leaders to 
organize citizen groups, in each of the 2,700 communities having local 
chambers of commmerce, in our federation, to study their community- 
development problems and plan ways to solve these problems. 

We have prepared an Urban Development Guidebook which is avail- 
able to all community leaders and is being used in hundreds of cities in 
the growing movement to increase local responsibility in all prob- 
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lems of development, including housing. (We have supplied copies 
of the guidebook to all members of the House Banking and Currency 
Committee. ) 

Therefore, the Chamber of Commerce of the United States urges 
the Congress to eliminate any provision for additional federally sub- 
sidized public housing and thus give the American people the oppor- 
tunity to better their living through the more progressive channels 
of private sources of housing. 


TITLE V——-COLLEGE HOUSING 


The national chamber believes that the college housing loan program 
should be terminated. 

As an emergency aid under the pressures of the post-World War 
II period, the Housing Act of 1950 authorized Treasury borrowings 
of $300 million for long-term loans to institutions of higher learning 
for construction of student and faculty housing. The housing amend- 
ments of 1955 broadened the definition of eligible facilities to include 
dining halls, student unions, infirmaries, and other essential service 
buildings and reduced the maximum interest rate on such loans to 
234, percent. The Treasury on its own long-term borrowing has 
recently paid interest at the rate of 3 percent to 314 percent. 

Thus a program directed at the GI emergency now has become a 
lending activity of general aid to colleges and universities. 

Private investors, who in recent years have been increasingly at- 
tracted to long-term dormitory revenue bonds, cannot compete with 
the extremely low subsidized interest rates charged on the Govern- 
nent loans. Available lending authority for the college-housing pro- : 
gram is expected to be exhausted in fiscal year 1957 and an increase 
of $100 million has been requested. For 1957 the program is esti- 
mated to show a net loss of $631,000. 

This program should be terminated. Such termination would not 
only reduce Government spending but would reduce Government 
competition with private investors in the lending field. 


OTHER PROGRAMS 


Loans for public works: We recommend termination of the Federal 
program of loans for public facilities and suggest that the bill be 
umended for this purpose. 

The Housing and Home Finance Administrator is authorized by 
the housing amendments of 1955 to make loans to States and munici- 
palities for public works or facilities. Statutory priority goes to 
small communities of under 10,000 population and loans are limited 
to applicants unable to obtain funds from other sources at reasonable 
rates. The program is financed by a Treasury borrowing authori- 
zation of $100 million. 

This pegran involves the Federal Government in a business which 
should be handled by private lending institutions or by State and 
local governments. Municipalities should be encouraged to handle, 
on their own initiative, problems of urban development. 

The Federal program of loans for public works should be termi- 
nated. This program is expected to operate at a deficit of $518,000 
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for fiscal year 1957. With termination further deficits would be 
avoided. 

Public works planning: Communities and States have the capacity 
to pay for public works planning; there is no need for funds from the 
Federal Government. It is impossible to expect the Federal Gov- 
ernment to supply financial support for public works planning with- 
out also exerting some direction over the expenditure of Federal funds. 
Since local authorities by necessity are best equipped for developing 
such plans, it is most unfortunate to permit Federal intervention, no 
matter how well-intentioned. 

We suggest that the bill be amended to terminate this program. 

The Housing and Home Finance Agency is now initial to make 
advances to municipalities for the planning of non-Federal public 
works to be constructed without Federal assistance. 

These advances are repayable, without interest, if and when the 
construction of the public works contemplated by the advance is 
undertaken. 

Under this program, the administration has requested appropri- 
ations of $12 million for fiscal year 1957 as part of a schedule to build 
up a revolving fund of $48 million by fiscal year 1959. 

It is the view of the national chamber and the Hoover Commission 
that State and local governments should themselves make provision 
for such programing or budgeting of non-Federal public works. In 
the language of the Hoover report, if the States and municipalities 
can seriously consider plans for public improvements involving the 
expenditure of substantial sums of money, they should be able to 
afford the costs of planning such programs. 

This Federal program should be terminated and the revolving fund 
liquidated. Such action would relieve the Federal Government of an 
estimated expense of $1,280,000 in fiscal year 1957, which is the esti- 
mated loss in that year from advances made by the revolving fund. 

Fire and hazard loss fund: Finally, we oppose establishment of a 
Government fire and hazard loss fund. It would introduce Govern- 
ment into a business-type activity, supplanting private insurance, 
which has covered these risks for more than 18 years. 

The legislative proposal is advanced on the theory that it will effect 
economy and efficiency in the management of properties held by the 
Federal Housing Commissioner. Economy is expected to arise from 
a continuation of presently favorable loss ratios of the insured prop- 
erties which, at best, is only a possibility. For more than 18 years the 
Federal Housing Administration has insured properties held by the 
Commissioner in private insurance companies, but most of the experi- 
ence has been accumulated within the last 5 years. Values insured 
have been much greater during this period. The total experience does 
not provide statistical information upon which it can be presumed 
that a favorable loss ratio will continue. A single total loss to one of 
the larger insured properties would change the favorable loss ratio 
to an extremely anhuvorable one. While this situation prevails, the 
possibility of savings through Government self-insurance is only 
conjectural. 

A possibility of savings to Government does not justify transferring 
a business-type activity from private enterprise to Government. The 
national chamber strongly supports Government economy but, with 
equal vigor, it opposes the entry of Government into a business-type 
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enterprise where, as here, private business has demonstrated that it 
can provide essential needs. 

It is stated in support of this legislative proposal to create a Gov- 
ernment self-insurance fund that it is entirely consistent with Govern- 
ment policy. Obviously, this statement is directed to the practice 
of Government in assuming the risk of loss on property acquired and 
held for Government purposes. The proposed activity is easily dis- 
tinguishable. It relates to properties which come into possession of 
the Commissioner only temporarily and none of them is acquired and 
held for Government purposes. These are private properties, coming 
into the possession of the Commissioner for liquidation or other dis- 
position, and they are returned to private hands as soon as feasible. 

When Government enters upon a business-type activity it is usually 
true that the cost is almost impossible of estimation. Administra- 
tive functions are so completely absorbed by other agencies that those 
relating to a given activity are not identifiable as separate costs. 
Likewise, the loss of revenue to local, State, and Federal Government 
must be taken into account in computing savings because they directly 
bear upon the cost to Government. Private insurance pays substan- 
tial taxes; of course a Government fund would pay none. 

After carefully weighing the possibility of savings to Government, 
against the disadvantage of Government instrusion into a business 
activity, the national chamber strongly urges that the proposal for a 
proposed fire and hazard loss fund be deleted. 

The chamber is in favor of title I loans, which as you gentlemen 
know was passed by the Congress June 27, 1954, and the proposal in 
this bill is to increase the limits of this maximum insurable amount to 
$3,500, and to $15,000 on multiple units, and for a period of 5 years, 
and, I think, 30 days. 

The loss reported on this title I for the period of time it has been 
in operation has been less than 1 percent to the Government. 

As you gentlemen know, it was reported that Mr, Frank Walker 
initially (in 1934, sold this idea to President Roosevelt and that ini- 
tially this was a 20-percent cumulative guaranty free to lenders. Later 
on, this was reduced to 10 percent. And later on, for a premium. 
The premium was three-fourths of 1 percent, inaugurated June 3, 
1939, and then on October 1, 1954, the premium was reduced to sixty- 
five one-hundredths of 1 percent, so the presumption is, if I understand 
it correctly now, that this premium requirement is sufficient to cover 
losses that the Government might have, certainly from the time the 
premium was charged on out. It has become popular, and I think 
fatpely understood, and I hope that the rate question is left alone and 
so does the chamber. 

The Chamber of Commerce of the United States are business-under- 
writers of this Operation Home Improvement, which started on two 
theories, with a lot of businessmen i were willing to lend their pro- 
motional men to a nationwide campaign first to coordinate all other 
‘ampaigns that might exist, to give them a common stamp of Opera- 
tion Home Improvement, and so we see it scattered all over the United 
States now, in places which have to do with the modernization and 
repair loans, both from a financial standpoint and furnishing mater- 
ials, contracting, and what not. 

The belief on the part of some at that time, and the reason for this 
‘ampaign was that they were afraid that building was going to drop 
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off more than it probably has, and they justified it nonetheless because 
they thought that any number of people had acquired properties, new, 
with not much cash payment, and the supposition was that they would 
be sold the idea to better the property for their own benefit. So that 
campaign is going along, and there is a booklet which we have here 
which explains that campaign better, and it is better augmented if title 
I is continued, and of course if it is increased in both years and dollars. 

The next title 4, public housing, which we would like to discuss. We 
don’t believe that public housing ought to be continued. I like to call 
it Government housing, because I think that is what it is. In any 
amount. One reason is that there have been ten and a half million 

srivately financed dwelling units since World War II, since 1950, 
nine of nonfarm type have doubled. And in this period close to 14 
million families have become homeowners. 

In 1940, only 41 percent of nonfarm families owned their homes and 
today 59 percent do. When I started to study this question, Mr. Chair- 
man, in Aina in 1919, we had less than $100,000 of these funds 
available. Now we have about a half million. And the census, of 1920, 
showed that only 19 percent of the families owned their homes in 
Georgia, and if one wouldn’t stress that so-called tenant farmer system 
at that time had anything to do with it, they would have found that 
the farm homes were just about the same percent of ownership as in the 
city, and as a guess, now, we think the nonfarm homes in Georgia are 
about 55 percent owned. 

We are very proud of that fact. So we believe, for these reasons, 
that there is no necessity for Government housing. 

We give four reasons in this report, which I won't take the trouble 
to read. One is the people who occupy them are specially privileged 
people. 

The second is that they are wards, to so speak, of the Government. I 
doubt if anybody can unravel Government housing as it is now. I 
thought at one time I understood it. It is and has been my business for 
46 years, housing. I don’t build any. But Iam in the business in every 
other way otherwise. 

The chamber has a feeling that Government housing—as some of 
you know, we have a local housing authority in the municipality or 
county, then a State housing authority—at one time 1 man in our 
State, now 3, namely the Governor, comptroller general, and the treas- 
urer, and these 3 men are presumed to pass on the officers of these local 
housing authorities, and then it comes up here and that whole scheme 
is approved by the Public Housing Authority, which has changed 
names several times. 

The first two housing projects we had in Atlanta were owned by Mr. 
Ickes’ Department, wholly owned by the United States. Then we 
found this other plan which is in operation now. It seems to us that 
to put a man in a Government-owned house is to say to a man, “We 
have assayed your status and your family and we put you in the defi- 
nite category and that is it from now on.” That is not altogether true 
with reference to these tenants, because several things have happened 
to Government housing. So-called local housing authorities. First 
they put defense workers in them, whether they made too much money 
or too little money, because they were presumed to have a prior claim 
on shelter; to what extent, I don’t know. 
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And I am sure Mr. Strauss in his days decided that it was not neces- 
sary for this class of people to move back into Government housing 
once they had razed old houses and rebuilt them. And then there was 
a decision made that a man shouldn’t have to move out even though he 
made more than some allotted schedule, which they can change from 
time to time, in order to keep the properties filled, unless he could find 
in private enterprise some sort of rent which was economically sound 
to him—and of course the rent was charged to the basis of the ability 
of the family to pay and not what the operation cost. 

We believe that that freezing of man’s status is contrary to the 
United States. I might digress for a moment, Mr. Chairman, to say 
I hear great speakers from time to time talk about America. It 
seems to me Canada is America, and Mexico is America, and Cuba is 
America. This is the United States of America. I am just talking 
about it. If we are going to take a family and freeze them, as it were, 
at that point, it seems to me contrary to our economics, because I be- 
lieve every taxpayer is willing to make a temporary contribution to 
any family to bring them up “to standard, and when they get up to 
standard and so he is not presumed to be substandard permanently. 
That is what paragraph 2 means in my opinion. 

In addition to that, if he is in that class and so marked permanently, 
he loses incentive to go on further. Then, of course, those who enjoy 
a reduced price in rental, they naturally apply to political means to 
maintain their subsidy in rental. 

So we have all sorts of examples which I am sure you gentlemen 
have heard long since, and I could give you many of them, to prove 
that it is political housing. 

We believe that Government housing is an obsolete and reactionary 
method of providing decent, safe, and sanitary housing, in a free, pri- 
vate, competitive economic system. We believe further that it ought 
to be handled, if it must be handled, by local government, by local 
people, and without a connection with the Federal Government. 

We have been working on the redevelopment question, which we 
don’t think Government housing has anything to do with. We have 
had a task force, the chamber, in 12 cities; 6 of them are reported in 
this good development book, which is available, and 1 of them is the 
city of Columbus, Ga., and they have attempted to analyze, and find 
out and state in laymen’s terms how a town ought to go about redevel- 
oping itself, without Federal aid. We think it is a highly readable 
book, and it is one of our publications to try to put the burden where 
it should be, take it off the Federal Government and put it where it 
belongs, on the local community to keep their own community safe and 
clean and sound and healthy. 

We urge the Congress to eliminate any provision for additional 
federally “subsidized public housing, and thus give the American peo- 
ple the opportunity to better their living through private sources of 
housing. 

Now we come to title V. The national chamber believes that college 
housing loan program should be terminated. As you gentlemen know. 
in 1950 an act was authorized which authorized the Treasur y borrow- 
ing $300 million in long-term loans to institutions of higher learning 
for the construction of student and faculty housing. The acts of 
1955 broadened that to include dining halls, and so forth. And re- 
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duced the maximum interest rate to 234 percent. And it is a 50-year 
loan. The Treasury, in its own long-term borrowings, has recently 
paid a rate of 31%4. I call to your attention that the Federal Home 
Loan Bank Board has just promoted some of its debentures at the 
rate of 314 percent, short term. They have never been guaranteed 
as to interest and principal by the United States, but they are joint 
and several obligations. 

And that price is just the same as in New York as in Atlanta or 
Los Angeles. 

Mr. Brown. I believe the Government is now paying 3 percent for 
the money it borrows. 

Mr. West. If you can buy a 214-percent obligation—of course, I 
am old enough to remember when 41, Libertys sold for 82—but I don’t 
know. I can’t answer your question. 

By the way, I am told the esd has $14 billion of new financing 
that they have to do before the end of this year. 

The total cottage housing program is expected to be exhausted in 
1957, and an increase of $100 million is requested in this bill. In 1957, 
the program was estimated to show a net loss of $631,000. This pro- 
gram we think should be terminated. 

Now there are other programs. Loans to public works. HHFA 
has been authorized by the housing amendments of 1955 to make loans 
to States and municipalities for public works or facilities. Statutory 
priority goes to small communities of under 10,000 population, and 
loans are limited to applicants unable to obtain funds from other 
sources at reasonable rates. 

The program is financed by Treasury borrowing authorization of 
$100 million. This program involves the Federal Government in a 
business which should be handled by private lending institutions. 

Now we have a public works planning program, in communities 
and States. To pay for public works and planning, there is no need 
for funds from the Federal Government for that purpose. And cer- 
tainly if the Federal Government is going to give money, then they are 
going to give direction, which they always have. 

We suggest this program be terminated. 

Housing and home-financing agencies now authorized to make ad- 
vances to municipalities for the planning of non-Federal public works 
io be constructed without Federal assistance. 

We feel that these advances for repayment, without interest, if and 
when the construction of the public works contemplated is undertaken 
for this program, the Chamber believes that State and local govern- 
ments should themselves make provisions for these programs. 

And we think if they can plan their own business, they ought to have 
money to pay for it. They ought to do it at the local level. This 
Federal program should be terminated, and the revolving fund liqui- 
dated. Such action would relieve the Federal Government of an 
estimated expense of $1,280 million for fiscal year 1957, which is the 
estimated loss in that year for advances made by the revolving fund. 

Now we come to section 102, Mr. Chairman, which is fire and hazard 
loss insurance. I won’t read any of that. I will simply comment 
and say that the question of insurance now is on foreclosed properties, 
if I understand it, that the Federal Housing Commissioner takes over. 
Certainly traditionally the matter of fire insurance has been regulated 
by the 48 States up to now, and in various ways. No matter where you 
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run a company, if you go to Georgia to do business, you have got to 
go to the capital first. This puts the Federal Government in the in- 
surance business. Of course, the VA is in a little different position 
probably from the Commissioner, because VA has financed insurance 
premiums in some cases, and I am sure in a matter of foreclosure, when 
the house is deeded to them, they also have the policy transferred to 
them, which they should. And they use up that unused premium 
which they have financed or guaranteed in a limited degree when the 
lien was initally made. 

The holding of real estate by the Federal Housing Commissioner, 
it seems to me, is a temporary status. Having been in the mortgage 
business always and not having been bailed out by anybody in my 
life, and not having faced embarrassment on account thereof, it has 
been my policy always, if I foreclose on a house or obtain title to it, 
to get rid of it as fast as I can, and if it needs anything done to it to 
fix it like it ought to be, for a man who would buy it, if it is not in that 
particular category of income or status in life or whatever you might 
want to call it. And I think the Federal Housing Commissioner, if 
there is going to be any law imposed, or any necessity, should fix up 
the property and dispose of its within 60 days, regardless of loss. The 
longer you fool around with it, the worse off you are. 

I have seen some mortgage men who disagreed with me, in 1933, to 
be exact, sir 

Mr. Brown. I agree with you in that. I don’t think the Govern- 
ment should go into the fire-insurance business. 

Mr. West. Well, then, if the other members will say the same and 
prevail on the committee, I am through talking. 

Mr. Tauxe. I will say amen to Mr. Brown’s statement. 

Mr. West. Let me say this: I ama fire-insurance agent. I have been 
for 20 years. I have been in the fire-insurance business, although I am 
quite remote from it now. But 

Mr. Tate. Mr. Chairman, perhaps Mr. West is not familiar with 
the statement made by the Chairman of the Federal Trade Com- 
mission a few days ago on the matter of insurance. 

Mr. West. I am not. 

Mr. Tate. He believes the States should manage that on the 
ground that if a mess were made, it would be only one forty-eighth 
as big a mess as we could make here on a national basis. 

Mr. West. I will agree with the gentleman because you have got 
the question of adjustment. Everybody knows there are remote 
places. Insurance business is a complicated and difficult business. 
Even che Federal Housing Commissioner, if he goes into it, will need 
50,000 people before he gets through to operate the program nation- 
wise. 

And if that is a temporary ownership of property, I see no reason 
to build up a permanent fund. Of course, he talks about an insurance 
fund. Well, that is all any insurance company is, an insurance fund. 
Be it reciprocal, participating, mutual, stock, or any other kind. We 
do have some in Georgia yet that I point to with pride, and we had 
a little trouble with the Home Owners’ Loan Corporation. They had 
no money at all, and a group of people agreed, as the chairman 
knows, that if they have a loss, they send 600 of them a letter, and say, 
“Send me $2 a piece, a man’s house burned down” and they send the 
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money and the fellow’s barn is paid for. There is no way to mark 
the premium paid. I never saw as many desks used in Government 
or private enterprise in my life as I did over here in the Standard Oil 
Building, which was new then, where the Home Owners’ Loan Cor- 
poration occupied the top floors, and all the fire policies from $3 
billion worth of loans in this country came up here, and these desks 
were end to end, and they worked 24 hours a day, 8-hour shifts, and 
a fellow got up at 4 o’clock, and a man sat down in his “hot seat,” and 
they toiled with the question, and kept up with it all over the country, 
and certainly, that was on mortgages. They had to hold the mort- 
gages. 

it seems to me the Federal Housing Commissioner is involved in 
insuring loans principally and primarily, under both titles 1 and 2— 
the National Housing Act, and if he is and he acquires a piece of real 
estate he ought to sell it. And certainly it is not too complicated at 
that point. I see no reason why he has to go into the fire-insurance 
business. 

I see no reason to argue the question any more. Mr. Chairman, I 
um indebted to you for having listened to me. 

Mr. Brown. Dr. Talle, do you have any questions ? 

Mr. Tate. No further questions. 

Mr. Brown. Mr. Betts? 

Mr. Berrs. No questions. 

Mr. Brown. Mr. West, we are very glad to have your views. 

Mr. West. Thank you. 

Mr. Brown. Call the next witness. 

The Cierx. The next witness is Dr. Murphy. 


STATEMENT OF REV. WALLACE J. MURPHY, THE PROPERTY 
OWNERS ASSOCIATION OF AMERICA, INC. 


Mr. Murrny. Mr. Chairman and members of the committee, I am 
Rev. Wallace J. Murphy, of Tulsa, Okla., a retired minister, and 
speaking as honorary president of the Property Owners Association 
of America. Our association is made up of affiliates in 27 cities and 
many States. We also have individual memberships scattered 
throughout the country. 

Our members are the small property owners that have historically 
supplied the bulk of housing for this Nation. , 

We appreciate the opportunity to be heard in this discussion of what 
is good and necessary for housing. 

The people I represent are those that, through their thrift and 
industry, have made a home for themselves and one or more homes 
for others. 

We now find ourselves in the position of competing with ourselves 
through our own taxes. All of the proposed housing is not only 
costing us money but forcing us out of business. 

I do not believe you gentlemen have, or ever have had, that yore 
in mind when you enact legislation to improve the housing of Amer- 
ican people, but there are some facts that must be taken into con- 
sideration when any future legislation is considered. 

After 25 years of liquidation, the small property owners are now 
faced with a mandate by the Federal Government to get out of busi- 
ness altogether. This may sound like a strong statement, but let me 
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give you a picture that has not been drawn for you in all of the hear- 
ings that have been held here in Washington or in your trips around 
the country. 

The Bureau of Census shows that of the 19-million-plus rental hous- 
ing units in the country, over 16 million were in buildings of 9 units 
or less. 

The owners of these units were hit hard during the 10 years of 
depression and then hit harder by approximately 11 years of rent 
controls, with rents at depression levels and the properties intensely 
used. Thus they entered into the present era of prosperity financially 
crippled and with deteriorated properties. 

Many of these owners borrowed money to fix up their properties for 
what they considered a stable market, only to find themselves con- 
fronted with Government-generated competition in the way of Gov- 
ernment-financed housing, for nothing down and forever to pay, 
Government-subsidized public housing, military housing, and they are 
now facing housing for the elderly. The market for their commodity 
is almost completely dried up. When we get a tenant now it is only a 
temporary thing, for it is not long before our tenants have bought a 
home on the liberal, long-term basis made possible by Government 
financing, or moved into low-rent public housing, also Government- 
sponsored. 

I do not believe that you gentlemen realize the plight of a large 
segment of our housing economy and what some of the Government 
programs have done to these people who have supplied the housing 
for so many years. They are mostly older citizens who had expected 
their thrift and industry to take care of them in their old age. But 
here is what has happened: ; 

Government-sponsored programs have caused local city govern- 
ments to pass so-called minimum housing codes, and in many cities 
old zoning codes have been revived. These minimum housing codes 
are unreasonable in many instances, and already many good housing 
units have had to close up because of lack of finances to bring them 
up to some of the unreasonable standards set. Other units have been 
closed because of revived city zoning laws. ‘The short-term financing 
which they have been required to make makes rentals unreasonably 
high, compared to Government-subsidized housing and Government- 
financed housing. 

The older good housing, after 25 years of liquidation, is becoming 
i national problem, and the blight will spread faster than slums can 
be cleared if something is not done, and done soon. I know that all 
the proposed legislation has been well-intentioned, but you are helping 
one class to the detriment and dissolution of another class. We have 
never felt that, under our Government, we should be having so-called 
class legislation. 

The standard of living and the standard of housing in this country 
has grown from a free economy and good sound competition. As of 
today, we are the best housed nation in the world, and up until the 
past few years the pride of ownership has come through personal 
industry. There are many people today who have been forced into 
home ownership before they were able, or wanted, to assume the re- 
sponsibility of homeownership. 

Increased Federal, State, and, in many places, earning taxes have 
eut down their ability to pay the rents that, due to the same factors, 
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plus higher and ever higher building and maintenance costs, have 
forced rents to higher levels. These have, therefore, been forced to 
take on homeownership they were not ready for, or which they had not 
immediately contemplated, because it is cheaper to own than to rent. 

Of course, we all ducite better housing and better living conditions, 
but let me remind you, gentlemen, that the intent of Congress through 
rent control, while trying to help, did not do so, and we today have 
blighted areas and a serious problem of deterioration that is traced 
directly to the curtailing of profits under rent control. Let us hope 
that the programs of today, with 30-, 40-, and 50-year commitments 
of mortgage paying will not bring on a larger and more serious 
problem in the next 10, 20, or 30 years. 

I believe careful consideration should be given to our present inven- 
tory of housing before any programs of more and more subsidized 
housing might create a surplus, driving down prices, wiping out in- 
vestments, and causing a complete Government control of the most 
intimate part of our economy. 

We have, for an example, the horrible housing picture of Europe, 
where private ownership has almost completely disappeared and the 
Government is almost in control and fully responsible for the housing 
of their citizens. 

We have a few suggestions that might be helpful to our industry 
that will require no help from the taxpayer. 

I appreciated the statement of the previous speaker because he 
got right down to the nub of the thing. 

We all admit the title I program has been a good one, and that 
legislation along the same lines would be a great step in saving rental 
properties and would also be a great factor in preventing future blight. 
Of course, the ceiling on loan limits would have to be raised and 
maturity dates extended. 

We recommend that the ceiling be raised from $2,500 to $3,500 on 
repair loans and the maturities extended from 3 to 5 years; and on 
multidwelling units of sound construction that a loan up to one-third 
of its replacement value be allowed, with a 15- to 20-year maturity 
date. 

Senator Capehart, when he read that in the Senate, said he was 
going to propose an amendment to that effect. 

We also recommend that title I be extended for 3 years, with Con- 
gress taking a look at the program in the last year of its extension. 

We feel that any change in the interest rates would not be advisable, 
because lenders would lose interest in the program and the whole pro- 
gram would collapse. 

We feel that Congress should follow the recommendations of the 
Hoover Committee and that the program of college housing grants 
should be dropped. 

As to housing for the elderly, we do not believe that healthy, elderly 
people need any special type of housing and, if they are sick, crippled, 
or infirm, their need would be of care, not housing. We feel that there 
is enough good housing available for elderly people. 

In the urban renewal program the Government requirement that 
local governments have a slum clearance program in operation defeats 
its own purpose. Because of revived city zoning codes many dwellings 
created during the war years are being closed up after people have 

spent many thousands of dollars creating them. We have reports from 
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many cities that, through this program, lifetime savings and invest- 
ments are being wiped out. 

Also the passage of minimum housing codes, on a pattern set by 
Government planners, has caused many hardships, and in many places 
critical housing shortages for low-income groups, thereby bringing on 
falsely generated need for low-rent and Government-subsidized 
housing. 

We feel that the need, if there ever was one, for public housing is 
long past, and that if the present public housing were used for its 
intended purpose of giving shelter to the low-income groups, there 
would be more than enough completed now. 

This committee has had ample evidence presented showing the 
abuses in public housing and innumerable cases of overincome families 
living in the projects. We feel that as long as public housing is in 
existence strict enforcement of the intent of Congress should be 
mandatory. 

More liberal terms for financing rehabilitation of the older good 
housing would solve the urban blight problems. In the urban rede- 
velopment programs there are many instances of more dwelling units 
being destroyed than created, thereby causing pressure and congestion 
in other areas, with the blight being cleaned out in one place only to 
arise in another. The bulldozing tactics of urban redevelopment is 
creating slums faster than they are being obliterated. One of the 
arguments put forth for public housing has been that it would help 
to cure juvenile delinquency. This is a noble thought, but it has 
backfired, due to the fact that the closeness of dissimilar groups has 
concentrated and brought on juvenile gangs. 

We understand that vandalism and delinquency in public housing 
projects has increased. In 1952 the New York Police Department 
abdicated its responsibility to protect the inner walks, parks, and 
areaways of the large housing projects. The Housing Authority had 
to hire 130 armed guards to protect these housing areas. 

Judge Francis J. McCable, of Rhode Island Juvenile Court, said 
— housing projects do not wipe out juvenile or adult delinquency 

y eliminating slums. Delinquents are more plentiful in the projects, 
he said, because they move into the project from scattered areas, and 
thereby become more concentrated. 

The editor of the Newark Star Ledger called the public housing in 
Newark “antiseptic slums.” He claims the public housing may have 
eliminated physical disease, but has brought on sociological disease. 
That, instead of eliminating intolerance, it has heightened it in many 
respects by forcing dissimilar groups to live too closely together. 

The interim report of the Senate Judiciary Committee of the 83d 
Congress said, “Vandalism in the Boston housing project is costing 
the Housing Authority $40,000 a year, of which $35,000 represents 
glass breakage alone. The housing project areas have been the site 
of many juvenile gangs and gang activity, as well as crimes committed 
by juveniles. 

Investigations have shown that Communists have made public hous- 
ing their haven. It is ironic that we have to use our taxes to subsi- 
dize them. 

These are just a few instances of the folly of subsidized public 
housing. We have always believed that houses do not create slums, 


but people do. 
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In my years in the ministry, I have found that delinquency has 
come—not from poor housing, but from broken homes. The delin- 
quency problem, therefore, is not a problem of housing, but a prob- 
lem of social slight. 

There is one other subject that I must touch on before I close, gen- 
tlemen, and that is the growing resistance on the part of all property 
owners to ever-increasing taxes. We do net seem to be able to get 
any tax relief on a Federal level, therefore local taxes have been re- 
sisted. Many bond issues needed for local improvements have been 
defeated. I would like to quote an instance with which I am thor- 
oughly familiar because it happened in my own city of Tulsa. 

For the past 2 years we had a very efficient and reputable group 
of men as city commissioners. It became necessary, by the rising cost 
of city government, to impose a sewer charge that amounts to about 
70 cents per family unit per month. This brought on such a wave of 
resentment that recall petitions were filed. While the necessary sig- 
natures were not received when the city election rolled around last 
month, the entire administration was swept from office. 

Under the many Government programs that have created such a 
tremendous amount of homeowners, there is a new factor entering 
into the voting booths of local communities. When a family enters 
the category of homeownership, a tax consciousness enters, and influ- 
ences their voter-habits. The 6 million or more homeowners that have 
been created in the last 5 years by long-term Government financing 
are now making their influence felt at the polls. 

In conclusion, gentlemen, let me say that we are receiving letters 
from all over the country, telling us of the high vacancy rate in mod- 
erate priced units in good housing. As an example, of the type of 
mail we are receiving, I would like to read a letter (omitting only 
the personal passages which would be of no interest to this commit- 
tee). This lady appeared before this committee several years ago 
und the “distress” of which she is speaking was the iniquities brought 
on by rent-control legislation. 

DEAR REVEREND Murpuy: * * * It seems such a long, long time since I first 
saw you in Washington. 

As I recall, distress.was the main theme then and, to bring our acquaintance 
to date, distress, although of a different nature, is still the main theme. Hon- 
estly, I don’t see how anyone, who is not an absolute moron, could work as 
long and as hard as I have and always be in the same fix. 

All of my property is vacant and has been so for a long, long time. I have 
reached my limit for borrowing, and now, what? I have tried to sell every- 
thing from land to personal belongings and have sold nothing. I don’t believe 


I could sell $50 for $5.50. But I hear on every hand that prosperity is still 
here. I wish I could find it. 

There are thousands of vacant houses and apartments here. Still, building 
is going on. It looks as if even the new houses are only 50-percent occupied. I 
can’t see how receivery is remotely possible under the present housing setup. 

But I am so bewildered with my own problems that it would be hard for me 
to see the solution. 

I do wish I could go to the convention in May but know I can’t. I don’t go 
anywhere, but still I can’t work out any solution. 

Sincerely, 
ANNA Mary TIMMONS. 

I appreciate this opportunity to present the problems of my people, 
gentlemen, and hope that serious consideration will be given to this 


phase of our housing economy while these amendments to the Housing 
Act are under study. 
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As the honorary president of the association, with affiliates in dif- 
ferent cities, that: we have been receiving mail, newspaper clippings, 
and every conceivable kind of data showing an increasing vacancy rate 
in privately owned homes. 

We honestly feel that the country has reached a saturation point in 
housing. We feel that there is no longer any need for this Govern- 
ment-sponsored and Government-financ ‘ed programs, of more and more 
public housing. 

That concludes my statement, Mr. Brown. 

If there are any questions that the gentlemen would like to ask, I 
would like to answer them now. 

Mr. Brown. Thank you, Mr. Murphy, for your testimony. 

Dr. Talle. 

Mr. Tate. No questions. 

Mr. Brown. Mr. Betts. 

Mr. Berrs. Just one. 

As to the loan on multiple dwelling units, do you refer to it as an 
improvement under title I. 

Mr. Murruy. I would recommend there be a program set up on 
the same pattern as title I. You see, we have so many good, fine, 
sound buildings in our older cities, but because of the short-term 
financing under conventional loans, those houses cannot be brought up 
to the minimum standards set for this urban redevelopment. And if 
a group of men from the Federal lending authority, the local com- 
munity, would set a value on that house, then one- third of the value 
loaned to the people with this long-term maturity date, why, then we 
could compete with Government housing, and I believe it would solve 
your urban blight program. 

Mr. Brown. Mr. Murphy, we are glad to have the benefit of your 
views. 

Mr. Murpny. Thank you, Mr. Chairman. 

Mr. Brown. The committee will recess, to reconvene at 10 o’clock 
Monday morning. 

(Whereupon, at 4:50 p. m., the committee adjourned, to reconvene 
at 10 a. m., Monday, May 21. 1956.) 
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MONDAY, MAY 21, 1956 


Howse or RepreseNntTariveEs, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Barratt O’Hara presiding. 

Present: Messrs. O'Hara (presiding 10 a. m.), Brown (presiding 
10:50 a. m.), Multer, Mrs. Sullivan, Messrs. Fountain, Vanik, Wol- 
cott, Talle, Kilburn, McDonough, Widnall, and Betts. 

Mr. O’Hara. The committee will come to order. 

Mr. Severin, I understand, is our first witness this morning. 

Mr. Severin, you may identify yourself and proceed with your 
testimony. 


STATEMENT OF NELS G. SEVERIN, SAN DIEGO, CALIF., SECOND 
VICE PRESIDENT OF THE NATIONAL ASSOCIATION OF HOME 
BUILDERS 


Mr. Severtn. Mr. Chairman and members of the committee, on 
behalf of the home builders and the home building industry of south- 
ern California, I wish to express my gratitude for this opportunity 
to speak before your committee. 

I have been asked to speak before you today regarding the critical 
condition of the mortgage market at this time in the interests of the 
southern California home- building industry which represents ap- 
proximately 10 percent of the total home building industry in the 
United States. 

We are in a parodoxical situation which has served to aggravate 
what might otherwise have been normal growing pains attendant with 
our rapidly expanding economy. On the one hand, southern Califor- 
nia has for the last decade been the most rapidly expanding area in the 
country. This expansion has resulted in great wealth and economic 
advantage to the people of southern California and has allowed our 
building industry to grow into a volume which far outstrips that of 
any other area of the United States. 

On the other hand, because of this rapid development and the extent 
of the changes in the area, it has been difficult to attract an adequate 
flow of mortgage funds to the area which can support our expansion 
and we have suffered on this account. 

From the accomplishments of our industry and the records which 
show the great volume of building we have done, it is, of course, c learly 
evident that a large volume of mortgage money has been placed in 
our area—perhaps more than in any other comparable area in the 
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country. We cannot say, therefore, that we have ever been without 
funds. However, the fact remains that the supply has, for the past 
10 years, been to varying degrees inadequate to meet the demand, and 
we have been forced into the position of paying large discounts to 
continue the home-building operation. This situation has, over the 
last 6 or 7 years, become continually worse. With the present restric- 
tive policies of the Federal Reserve Board and the tremendous demand 
for money generally for our growing national economy we are now 
in an extremely critical position which in the months to come. may 
very well become much more serious. 

It has been said that there will be plenty of money because the 
production volume of builders is greatly decreasing. The volume 
of building is slacking off because of a shortage of mortgage money. 
Both of these shortages are caused by the restrictive policies of the 
Federal Reserve Board. Money is in short supply in the buyer’s 
pocket, in the mortgage market, and everywhere else. Building a 
few less houses isn’t going to help the situation generally. As we cut 
down the volume of building the volume of money is decreasing 
further. 

We have, in the last several years built in excess of 100,000 homes 
a year in southern California. Last year we built 144,000... In Janu- 
ary of this year there was considerable optimism regarding the pros- 
pects for mortgage money and the outlook was for another banner 
year. However, this upturn in the mortgage market did not mate- 
rialize and we now find ourselves in what is perhaps the worst. mort- 
gage position experienced in southern California in the last 10 years. 
As a result, the volume of building starts has taken a steady piunge 
downward and there is nothing on the horizon to indicate a break 
of this downward trend in our area. 

Contrast this then with any economic surveys dealing with southern 
California and you will find that without exception the prospects are 
for continued expansion of our area. The general consensus of the 
best authorities is that by 1970 the Los Angeles metropolitan area will 
have a population of 8 million people and southern California will 
have a population of 12 million. 

Our economic development and employment totals are currently 
advancing at a rate which exceeds the present rate of population in- 
crease. In spite of the continuous immigration and population in- 
crease at such a high rate, our unemployment is continuing to decrease 
percentagewise and has maintained that trend over the past year. 
This can. only serve to accelerate our present rate-and to bringamere 
people here. 

In the face of this, the building industry cannot hope to accomplish 
the task before it, and fulfill its obligation to this expansion, without 
a larger supply of mortgage money than we have been able to at- 
tract in the past. Our builders, who for the most part are small- 
business men, simply cannot continue for any extended period to 
build homes in a discount climate which results in a loss by reason of 
their inability to sell their mortgages at a fair market price. 

We therefore, ask that your committee and the Congress in general, 
give careful consideration to this dilemma to the end that corrective 
steps be taken. If this is not done, the resulting situation could be 
a housing shortage which would result in an increase in sale price 
of homes far above that which might result if the present fears of 
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the Federal Reserve Board regarding the threat of inflation were to 
materialize and become fact. We recommend for your consideration 
a four-point program as follows: 

1. The passage of section 202 of H. R. 10157. 

If a portion of the national service life insurance fund can be made 
available for the purchase of mortgages on veterans’ homes, this factor 
will provide a considerable stimulus to the mortgage market. These 
are not Government funds. This is veterans’ money paid as mutual 
life insurance.premiums. The funds have been invested in very low 
interest-bearing Treasury certificates. The earnings from mortgages 
would be considerably more and would represent a better use of the 
funds. What better investment could there be for a portion of these 
funds than in mortgages on the homes of some of the veteran policy- 
holders. 

We recommend that the purchasing, servicing, and sale of mortgages 
so purchased be administered by the Federal National Mortgage Asso- 
ciation using the same purchase schedules as apply to the purchase of 
mortgages for their own account. 

2. Downward revision of Federal National Mortgage Association 
stock participation from 3 to 1 percent. 

Such a revision will improve the net market price to builders and 
should have a favorable effect on the mortgage rate generally. 

3. Mortgage warehousing is vitally necessary for areas such as ours. 

The disproportionate impact of the restrictive policies of the Federal 
Reserve Board on the mortgage market should be further pointed 
up tothat body. When they place artificial restrictions on the money 
market, and when money is in short supply, the mortgage market is 
the first to feel the impact. 

In times of short supply, the price of money like any other com- 
modity goes up in the form of higher interest rates, particularly 
on short-term borrowings. When lumber, or labor, or some other 
item in a house goes up the builder can increase the price of his house 
and that increase is reflected in the FHA and VA valuations. Money 
is Just as important as lumber in producing homes for the people. 
Unfortunately, under the present FHA and VA regulations, this cost 
of money is not considered in determining the value of the builder's 
product and consequently the builders are forced to pay the cost of 
money out of their steadily shrinking profit margin. 

The only partial relief the builder has had has been the warehous- 
ing of mortgages with commercial banks during times of money 
shortage. Since the New York Federal Reserve has frowned on this 
practice, practically speaking, for our area there has been a virtual 
stoppage of mortgage warehousing. 

If it is necessary, in the interests of the economy as a whole, to 
continue these general restrictive policies, the Federal Reserve Board 
should encourage rather than discourage the practice of mortgage 
warehousing during this critcial period. 

4. Federal National Mortgage Association 114-percent fee for use 
of its recently established repurchase option plan should be reduced 
to one-half of 1 percent. 

Recently FNMA attempted to afford some relief for the scarcity of 
warehousing by establishing a new repurchase option plan. Its effec- 
tive fee for this is 114 percent which is much too expensive, particu- 


larly when added to its other charges. If the fee for this was set at one- 
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half of 1 percent, the industry would be greatly benefited and FNMA, 
in our opinion, would be able to operate on a self-supporting basis 
instead of reaping maximum profit. 

Mr. Chairman, as it states at the heading, I am also the second vice 
»resident of the National Association of Home Builders, and I should 
like to offer a supplemental report to one made by our president. the 
other day, and preface it by saying that we presently have some 460 
of our members of the board of directors in Washington at this time 
and we have been considering what we regard as one of the most 
serious problems confronting us and the building industry, and the 
economy generally. 

I am authorized to convey to this committee the action of the Na- 
tional Association of Home Builders with respect to the important 
subject of extending of the GI loan for World War II veterans. 

The loan-guaranty rights of the veterans of World War II expires, 
as you know, in July of 1957. Some action must be taken this year 
by the Congress or builders cannot plan their projects for next spring. 

The NAHB recognizes that the guaranty of loans for World War II 
veterans should be brought to an end sometime in the near future. 
However, this very important program should not be allowed to expire 
without some kind of a conversion device. In most areas GI loans are 
a very substantial portion of residential construction. 

We heard comments and data from our directors which would indi- 
cate that it represents 75 percent of the building being done in some 
areas of the country today. 

To terminate the program without a counterbalancing method of 
financing would produces a decline in housing starts which in our opin- 
ion would result in a severe economic letdown. 

It was the conclusion of our 464-man board of directors, represent- 
ing some 259 communities, that the only way to do this is to provide 
a single mortgage financing system for veterans and nonveterans alike 
with downpayment requirements that would fall somewhere in be- 
tween the present FHA requirements and of the VA no downpayment. 

In our opinion this would not increase the total amount of construc- 
tion, but would distribute it better among all citizens and economic 
groups. It would remove the distinction between veterans and non- 
veterans while providing to veterans and others alike an opportunity to 
acquire a home on reasonable terms. It would do this on a self- 
supporting basis and without further increasing the Government’s 
cash liability. 

We propose that FHA downpayment requirements under section 
203 be amended to produce approximately those called for under 
H. R. 10692, recently introduced by Congressman Teague, but 
modified in such a way as to an even graduation of required down- 
payments, instead of the staggered downpayments in the Teague bill. 

At the same time, the present GI loan program should be extended 
for at least 1 year from enactment of such a new schedule in order to 
provide a smooth transition. Experience has shown that it requires 
approximately that time for any newly enacted housing program to 
become effective. 

I wish to again thank you for the opportunity of appearing before 
your committee. I shall be happy to reply to any questions which you 
may care to direct to me. 

Mr. O'Hara. Mr. Wolcott. 
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Mr. Wo corr. Mr. Severin, have there been any hearings on 10692? 

Mr. Severrn. Not as yet. 

Mr. Wotcorr. I am told it has been referred to this committee. 
Have any other bills been introduced along the same line, do you 
know ¢ 

Mr. Severn. I know of no other bill that embodies the proposal 
that we have made. I think what we have proposed in a measure is a 
combination of the bill proposed by Congressman Teague and the one 
that is presently under consideration by this committee, H. R. 10157. 

There are some features of the Teague bill that we believe we could 
not live with, and therefore we feel that it warrants the study of your 
committee in the light of the recommendations that we have made. 

Mr. Wotcotrr. Has your organization heard from any of the vet- 
eran organizations with respect to their collective thinking on the 
question ¢ 14 

Mr. Severin. Not as yet. We understand that it is the expressed 
policy of the American Legion to request a 3-year extension of the 
GI home loan guaranty program. 

Mr. Wowcorr. Which virtually means a continuance of the pro- 
gram. 

Mr. Severtn. For a 3-year period, for World War II veterans. 

Mr. Woxcorr. It seems to me rather unusual that this whole matter 
should be brought up at this particular time, this particular year. Is 
there any other demand for it outside of the introduction of this bill? 

Mr. Severin. I am not sure that other groups are as acutely aware 
of the facts as we are, namely that the expiration of the GI home loan 
guaranty program at this time could have a very serious effect upon 
our national economy. 

We are providing a large volume of housing for veterans under the 
program today, and if it were allowed to expire I think, that we 
would have a very serious situation. 

On the other hand, we must recognize that some day it has to expire, 
and this should provide, in our judgment, a very orderly transition 
from that program to an FHA program, which is not one that re- 
quires such a lability upon the part of the Federal Government 

and one that has been demonstrated as very sound in the FHA 
program. 

Mr. Wotcorr. I am personally a little confused, because the veterans 
organizations haven't abandoned their insistence that the direct loan 
provisions be continued either, have they ? 

Mr. Severry. I have heard of no one in veterans’ groups calling for 
the abandonment of it. 

I know that we have talked with individuals important in the vet- 
erans’ organizations that regard this as a worthwhile plan, and I should 
point out to the C ongressman that this is a thing that developed, as I 
said, at our meeting ‘presently being held here in Washington and we 
have had no time to take it up with other organizations as yet. 

Mr. Woxcorr. Would it be your idea that we offer the Teague bill 
as an amendment to this proposed bill ? 

Mr. Severin. Yes, sir, with certain changes, very definitely. 

Mr. Wotcorr. As you outlined in your testimony. 

Mr. Severtn. Yes, sir. 

Mr. Wotcorr. That is all. 
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Mr. O'Hara. Mr. Severin, Mr. Rains introduced a bill to extend the 
veteran rights 1 month for every month in service, with a maximum of 
48 months. Are you familiar with that bill? 

Mr. Severtn. Yes, sir. 

Mr. O’Hara. Do you approve of it, in principle? 

Mr. Severin. No, sir, I don’t. I think that it is stopgap legislation 
that could have adequately taken care of if we could get your committee 
to approve of the proposal we have made this morning, and it will 
solve the problem once and for all of the rights of the GI loan program. 

Mr. O'Hara. Had you considered that the bill introduced by Mr. 
Rains would tend to spread the time out a certain period? Isn’t there 
some advantage in a gradual leveling off ¢ 

Mr. Severtn. Should the provisions which we have proposed here 
fail to pass, Mr. Chairman, I think it would be a very great mis- 
take not to have some extension that would permit us to continue on 
the program that has been responsible for so large a proportion of our 
construction of homes in the past. 

Mr. O’Hara. As I take it from your testimony, you are pretty much 
concerned by the dropping off of building at this time because of the 
lack of money. 

Mr. Severin. I think it is particularly acute in the western part of 
the United States, and of course I am more familiar with it in southern 
California, where I know that to be definitely a very acute problem. 

Mr. O'Hara. And you have emphasized very forcefully the rebound 
upon our national economy in case the building industry does sink 
down ? 

Mr. Severtn. Yes, sir. 

Mr. O’Hara. Mr. McDonough. 

Mr. McDonoven. Mr. Severin, as I understand your proposal, you 
think the GI housing bill should be extended for 1 year beyond 1957, 
and that in the interim that the National Housing Act be amended to 
take, up the GI building from that point on, after 1958, in modified 
terms? 

Mr. Severtn. If I may, Congressman, state it a little differently, 
I think that it is entirely possible that no extension at all would be 
required if the legislation that we are proposing now would be passed 
in this situation. ‘The GI home loan program continues until July 
1957, and it is our thinking, and I am sure it must be the thinking of 
large numbers of the veterans’ groups, that this program must end, 
this program for GI home loans. This is a proper time for it to do so, 
but to work over this transition period we must be sure that the GI 
home loan program continues until the new FHA terms could be- 
come operative, which ordinarily, as I stated in my testimony, would 
take approximately 1 year. 

Mr. McDonoven. In other words, you mean that the bill this com- 
mittee reports to the Congress this year should include a modification 
of FITA terms to meet the equal terms of the GI bill ? 

Mr. Severtn. Not equal, sir. 

Mr. McDonovucn. Well, in what respect should they be different ? 

Mr. Srvertn. They should be substantially what has been recom- 
mended in the Teague bill. However, a modification which is histori- 
cally workable with FHA, with a modified curve of downpayments, 
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; f and to make it clear that the larger the sale price, the larger the down- 
: payment should be, and that is—— 

Mr. McDonoucnu. You agree with that? 

Mr. Severin. I agree with that. 

Mr. McDonoven. In other words, that is the sliding scale in the 
Teague bill? 


; § Mr. Severtn. No, sir. He has a breaking point on fixed dollars. 
1 & In other words,. I might cite that his bill would require a 3 percent 


downpayment on a loan from ten to twelve thousand dollars, which we 
do not quarrel with at those prices, those sales prices, but as the price 
of a house increases, we feel that the downpayment should increase. 
And these downpayments should apply to veterans and nonveterans 
alike. 

Mr. McDonoveu. Do the other areas in the country have the same 
problem with financing that southern California is having at the 
present time ¢ 

Mr. Severtn. In many areas that is true, but of course in the money 
centers of the eastern seaboard it is not true. However, they have 
their problems, though to a lesser degree than we have. 

I think it is most acute in southern California and other parts of the 
West because of the very rapid expanding going on there, and because 
of the fact that there just simply is not enough money in those areas 
to meet this expansion. We must attract capital from other areas. 

Mr. McDonoven. Which is the greater problem of the two, the 
buyer not having the downpayment money or the builder not being 
able to sell the mortgage ? 

Mr. Severrn. I don’t think that there will be too much housing 
built in southern California which would remove the problem of the 
second case that you pose here, until some more money is made avail- 
able. It is really acute out there at this time, and it is difficult for 
those not in the building construction field to realize how acute it 
really is. I think that downpayments are important, and we know 
that in order to produce a large volume of housing, we must provide 
proper financing with low downpayments, but the most serious 
problem confronting builders in southern California at this moment 
is getting money, and at prices that will allow them to continue with 
their projects. 

Mr. McDonoven. Are there many building tracts still available in 
southern California with no downpayment ? 

Mr. Severin. I don’t think that there are very many, if any. There 
might be an isolated case here or there that I am not acquainted with. 

Mr. McDonovcH. Does the association agree with that portion of 
your testimony in which you state the national life insurance fund 
should be used for the purchase of GI mortgages ? 

Mr. Severtn. Yes, sir, they do. 

Mr. McDonoven. In other words, there is no dispute at all among 
the members of the National Home Builders on that question? 

Mr. Severtn. I couldn’t say that, sir, because there is always a 
dispute, but our majority favors the program. 

Mr. McDonoveu. Are the home builders—do the home builders in 
southern California have demand for houses beyond the number that 
they can build and finance ? 

Mr. Severn. I think that the problem, Congressman, is seeing to 
it that an orderly construction program is maintained in order to 
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meet the growing demands made for housing. I think you could pick 
any given time when such an orderly program has been going on and 
find that housing is available, but unless money is provided in an 
orderly fashion, it could be, and very well will be the fact, that housing 
will not be available to meet the needs in short time. I don’t hesitate 
to say there is not an overbuilt condition in the southern California 
area at this time. The area is continuing to expand very rapidly and 
we must provide housing to meet this expansion. 

Mr. McDonoveu. In other words, if you had adequate financing 
you could be building houses equal to the number of houses that were 
built and available for sale this year as compared to last year, if you 
had the money to do it? 

Mr. Severtn. And provided the downpayment also were of a low 
enough nature to absorb the housing. 

Mr. McDonovexn. How much of an increase in the downpayment 
should be required to ask for, as a result of the tightening mortgage 
market ? 

Mr. Severin. The increased amounts now required are 2 percent 
plus the closing costs on the GI home loan, and an additional 2 percent 
on FHA, plus closing costs. 

This is particularly harmful to the low-income person who appar- 
ently must usually have his money to meet his current obligations, and 
is therefore in a poor position to accumulate any equity at all to be 
placed in his house. And he is the fellow who needs housing, perhaps, 
worse than anybody else, and yet he has been precluded from getting 
it for that reason; he has been unable to accumulate his downpayment. 
R We have a very large market for housing, on the no-downpayment 

asis. 

Mr. McDonovucu. Low downpayment ? 

Mr. Severtn. No downpayment. 

Mr. McDonoucu. No downpayment. 

Mr. Severtn. Yes, sir, for veterans, as was in operation between 
June 30 and July 30, that ruling of the agencies. 

Mr. McDonovuer. What price houses are most in demand in south- 
ern California? What would you say the price range would be within 
the greatest demand? 

Mr. Severrn. In answer to that I should say that the most demand 
is in that price class from twelve to fifteen thousand dollars, but there 
is a very healthy demand for houses in all price classes. 

Mr. McDonouacu. But the greater volume is in the bracket between 
$12,000 and $15,000? 

Mr. Severin. Yes, sir. 

Mr. McDonoveu. And the downpayment for those types of houses 
built this year, as against last year, is what? 

Mr. Severtn. The required downpayment, in the GI program is 
2 percent plus closing costs, which would run in the neighborhood of 
about $600, and in the FHA program it would require a downpayment 
of roughly $1,800 to $2,000. 

Mr. McDonoueu. Then your problem as a builder is to sell the 
mortgage ? 

Mr. Severin. Our problem right now, sir, is to get money to build 
with, as well as to find a place to put on mortgages. 

Mr. McDonoveu. And what kind of discount do you have? And 
how much of a premium do you have to pay on that kind of money ? 
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Mr. Severtn. Our construction funds normally cost us 214 percent. 
On our permanent loans, presently it varies according to the type of 
paper that we generate, but a no- ownpayment, 30-year mortgage to- 
day is selling for approximately 94 or 9414 in southern California. 

Mr. McDonoveu. Is that eastern money, buying those mortgages? 

Mr. Severin. Virtually all; yes, sir. 

Mr. McDonoveu. Do you think that would be relieved if the na- 
tional life insurance funds were available for purchase of those mort- 

ages ¢ 
. Mr. Sever1n. We feel that any amount of money that is brought 
into the mortgage market could not fail to be beneficial because it 
would have its effect upon suppl and demand for money. 

Mr. McDonovugeu. You don’t think that there is a peak reached, or 
that we are approaching a saturation point, or is there such a thing, 
in housing in southern California ? 

Mr. Severin. No, sir, we are continuing to expand, as you are well 
aware, at a very rapid rate and we simply must provide housing to 
meet that expansion. 

Mr. McDonoveu. In other words, it is not comparable to any other 
area of the United States where a static population exists; it is an 
increasing population. 

Mr. Severtn. That is correct, but it does apply to some other parts 
of the country as well as to southern California. 

Mr. McDonovueu. Well, do you think it is greater in southern Cali- 
fornia than in other parts of the country ? 

Mr. Severin. I know it is, because the growth is greater there. 

Mr. McDonovuen. And do you believe that those people coming 
into southern California have the money to buy vt want to buy 
homes ? 

Mr. Severtn. We find it so; yes, sir. 

Mr. McDonovuau. No further questions. 

Mr. Brown (presiding). Are there any other questions? 

Mr. Winatt. Mr. Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wipna. How long has 94 to 9414 on mortgages been preva- 
lent out there ? 

Mr. Severtn. There was a period, Congressman, about 2 months 
ago, when we had a little increase in the interest in purchasing of 
mortgages in southern California, which had the effect of increasing 
prices perhaps 1 point, but this general condition has existed for 
fully 18 months out there, with slight variations from time to time. 

Mr. Wipnaut. Did you ever have a market out there when there was 
no discount involved ¢ 

Mr. Severtn. Yes, sir; my memory goes back that far. 

Mr. Wipnatt. How long ago would that have been ? 

Mr. Severtn. Possibly 5 years. 

Mr. Wipnati. Has this been a steadily deteriorating situation ? 

Mr. Srvertn. Yes, sir; and as someone said, you can beat a fellow 
over the head with a hammer for a long time, and the first thing you 
know he becomes erratic, and that is almost descriptive of what 
transpires in the mortgage market in southern California. The east- 
ern investors have become so accustomed to purchasing mortgages 
there at great discounts that we never seem to recover at times wher 
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maybe other areas recover, to the point that our mortgages bring 
better prices. 

Mr. Wipnau. Well, is the fact that it is set at 94 to 9414 predi- 
cated to a large extent upon the activities of FNMA? 

Mr. Severw. I think not. I think it is due to the shortage of money 
generally. We are unable to find purchasers, oftentimes, at any price 
at all, because of the shortage of money. 

Mr. Wipnatt. That is all. 

Mr. Brown. Are there any other questions? 

If not, thank you for your testimony. 

Mr. Berrts. Could I ask a question 

Mr. Brown. Mr. Betts. 

Mr. Berrs. I was just interested in the use of that national service 
life insurance fund. 

You point out that that is the veterans’ money. The thought just 
occurred to me, Should we hear how the veterans themselves feel 
about this, rather than let someone else state it ? 

The American Legion representative testified that their group was 
opposed to it. I just wondered what your thought was about that. 

If you admit it is their money, shouldn’t we do what they want 
to do about it? 

Mr. Severin. It is our thinking that this represents a very logical 
and worthwhile program for the use of the veterans’ money, and that 
perhaps it has not been properly presented to the veterans groups so 
that they realize that these funds would, by being invested in Govern- 
ment-guaranteed mortgages, return a much higher yield to the fund. 
This would, therefore, be unquestionably beneficial to the veterans in 
two ways, namely, that they would get bigger dividends on their funds, 
and the money would at the same time be used for veterans’ purposes. 

Mr. Berrs. I appreciate your argument. But I am wondering, if 
it is their money, shouldn’t we be guided by what they want? 

Mr. Severtn. That is very logical; yes, sir. 

Mr. Berrs. That is all. 

Mr. Brown. You may be excused. 

Mr. SevertN. Thank you very much, Mr. Chairman. 

Mr. Brown. Call the next witness, Mr. Clerk. 

The Crier. Mr. Chairman, the next witness is Miss Frances Leven- 
son, National Committee Against Discrimination in Housing. 

Mr. Brown. Come around. Identify yourself and proceed. 


STATEMENT OF MISS FRANCES LEVENSON, EXECUTIVE DIRECTOR 
OF THE NATIONAL COMMITTEE AGAINST DISTRIMINATION IN 
HOUSING 


Miss Levenson. Mr. Chairman, members of the committee, my 
name is Frances Levenson. I am executive director of the National 
Committee Against Discrimination in Housing. 

NCDH coordinates the housing activities of 26 major civil rights. 
labor, religious, and minority group organizations in the campaign 
against housing discrimination. (Member groups are listed at the 
conclusion of this testimony.) 

We have met with Government housing officials over a period of 
more than 5 years to urge that the Federal housing programs sup- 
ported by all citizens be grounded on the proposition that their bene- 
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fits be dispensed without discrimination because of race, creed, or 
national origin. 

NCDH has been in some measure responsible for the widespread 
recognition that a solution to the housing and slum problems of our 
cities is impossible until we eliminate race discrimination in housing. 
The President and high housing offiicals have deplored the situation 
and promised action to correct it. 

For example, the President on January 25, 1954, in his housing 
message to Congress, said: 


It must be frankly and honestly acknowledged that many members of minority 
groups, regardless of their income or their economic status, have had the least 
opportunity of all of our citizens to acquire good homes. Some progress, although 
far too little, has been made by the Housing Agency in encouraging the produc- 
tion and financing of adequate housing available to members of minority groups. 
However, the administrative policies governing the operations of the several 
housing agencies must be, and they will be materially strengthened and aug- 
mented in order to assure equal opportunity for all of our citizens to acquire, 
within their means, good and well-located homes. 


This statement followed the report of the President’s Advisory 
Committee on Government Housing Policies and Programs, which 
stated that : 


The Committee is deeply concerned with the housing problems of minority 
groups. Too often, the opportunities of minority group families to obtain ade- 
quate housing are extremely limited or nonexistent. Too often, the workings 
of our free economy do not provide solutions that benefit minorities. 


In February 1954, HHFA Administrator Albert Cole pointed out 
that the critical factor in the housing picture was racial exclusion, 
and gave assurances that— 


* * * we certainly will not approve Federal assistance to any community unless 
the affected minority families are fairly treated. 


Finally, he promised that Agency procedures would be tightened— 
to make doubly sure that all citizens, regardless of race, are given an even break. 


Nevertheless, in the past 2 years no positive steps have been taken 
to implement these goals. 

Housing remains today the one commodity sold in a discriminated 
market; where the color of the hand which holds the money deter- 
mines what that money can purchase. As pointed out by housing 
expert Loren Miller in a recent speech : 


It is elementary that those who cannot buy in the open market in a free- 
enterprise economy are subject to certain disadvantages. The special market 
to which they are forced to resort tends to remain a seller’s market. Supply is 
limited. In the ordinary case, that supply will consist of those items that cannot 
be sold or will not bring satisfactory prices, for one reason or another, in the 
open market. The disadvantaged buyer is in no position to reject shoddy mer- 
chandise or haggle over prices. He must take what he can get and pay what he 
is asked * * *, 

This exclusion has exacted a tremendous dollar-and-cents toll from the Negro 
homeseeker. He has been denied the advantages of the low downpayment and 
low interest rate features of the FHA program and has had to make higher 
downpayments and pay higher interest rates to purchase available second-hand 
housing. In many cases he has been forced into the second-mortgage market 
where interest rates are at a maximum. In short, he has been required to pay 
the hangman’s fee to have his neck broken for a crime he did not commit. He 
has been disadvantaged in other less tangible but no less real ways. Those who 
take over second-hand neighborhoods fall heir to second-hand public facilities. 


The disparity which exists in housing conditions for minorities has 
been well documented. The 1950 census revealed that overcrowding 
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is 4 times as great for nonwhites, dilapidation is 6 times as great. 
But, as your subcommittee on housing pointed out— 


only part of the problem can be explained by the income factor. 


The trend in our cities is for middle class white families to flee to 
the suburbs. With the large migration of minority families to urban 
areas, the result has been in increasing proportion of nonwhite families 
in the central city surrounded by a ring of all-white suburbs to which 
the nonwhite family cannot move, regardless of income. We are 
developing two-class cities, composed of the very rich and the very 
ee, with an increasing proportion of minority families. This is 

eading to problems of sudden growth for the suburbs, social and 
economic disorganization in the city, and increased residential segre- 
gation in both city and suburb. 

The bad psychological effects of racial segregation were fully 
documented by the Supreme Court in its decisions barring segregation 
in the public schools. The existence of housing segregation brings 
with it segregation in every aspect of living and increases racial sus- 
picions and tensions. 

Many of the policies and practices of the Federal housing agencies 
have actually accentuated and intensified the trend toward increased 
residential segregation. A brief survey of some of the Federal hous- 
ing programs will suffice to illustrate. 

First, urban renewal and urban redevelopment. From its inception 
in 1949, this program was viewed by experts as holding both threats 
and promises for minority families. Experience indicates that its 
threats are being realized with little of the promise. Looking at the 
facts, there is little wonder that the program is characterized by many 
as “Negro clearance.” 

Latest official figures reveal that more than two-third of the families 
displaced are nonwhite. In most instances they will not be able to 
return, either because the new accommodations are too high cost or 
because they are intended for all-white occupancy. Although it was 
estimated that 50 percent of those displaced would be eligible for low 
rent public housing, by the end of September 1955, for every family 
relocated in public housing, three had moved to other private housing, 
which in most cases, for minorities, meant slum housing. 

Although the law provides for the acquisition and resale of vacant 
and predominantly vacant sites, of the 215 projects in final planning or 
execution, only 14 are on open or predominately open land. The pro- 
grams now approved call for a net loss of approximately 40,000 
housing units. With the disproportionate displacement of nonwhite 
families, they are the ones who suffer the greatest hardship. We seem 
to clear one slum only to create others. 

We have the appalling situation of reducing the supply of low-rent 
housing at a time when there is an existing shortage of this kind of 
shelter. With the standard private market all but closed, there is no 
place for minority families to go but to overcrowd further into the 
already overcrowded slum ghettos. The failure of sections 220 and 
particularly 221 to result in any housing has undermined the justifica- 
tion for the persistent concentration upon slum clearance in the title 
I program. 

Policies have been designed to deal with this problem. A land use 
statement was promulgated in January 1953. This policy may pre- 
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vent outright “Negro clearance” by barring a decrease in the total land 
available to minority families. However, it substitutes what is col- 
loquially known as space swapping, creating new pockets of minority 
coneentration, thus Increasing segregation. 

The requirement that communities submit workable programs have 
umounted to mere statements of hope and intention. 

Another problem is created when sites in which whites and non- 
whites now live side by side are selected for urban renewal. In some 
instances in southern and border cities—for example, Birmingham—it 
is planned to redevelop these areas for the exclusive occupancy of white 
families. Even when this is not clearly indicated in the local plans, it 
will sometimes become a de facto situation, due to elimination of 
minority groups on economic rather than racial grounds. 

Problems of relocation have already retarded the progress of title I 
developments. In other cases the requirements of section 105 (c) of 
the Housing Act of 1949—that displaced families be rehoused in 
“decent, safe, and sanitary dwellings”—are ignored. As your Hous- 
ing Subcommittee pointed out : 





If displaced families are merely shunted to another slum area, or an area which 
is on the verge of becoming a slum, the pruplem is only aggravated further. 

Despite the central importance of racial relations considerations to 
urban renewal, there is no effective race relations review of proposals 
submitted to the Federal Government. There is no provision for a 
race relations expert on the regional urban renewal staffs. The 
HHA Administrator has the nondelegable responsibility of certify- 
ing a locality’s workable program and in particular the feasibility of 
the relocation plan, but there is no race relations specialist on the 
Administrator’s staff, charged with advising in this regard. 

Now, as to the Federal Housing Administration. The record of 
FHA with regard to the production of homes for minority groups has 
indeed been a sorry one. Less than 2 percent of the total number of 
new homes insured by FHA since 1946 have been available to minori- 
ties. The vast majority of this has been in all-Negro developments in 
the South. FHA today maintains that occupancy patterns are not its 
concern, despite the fact that it is a Government agency dispensing a 
Government benefit. Yet, in the past it placed the prestige of the 
Federal Government behind racial restrictive covenants and erystal- 
lized the concept of racial homogeniety in neighborhoods. 

There has been little actual change in FHA operations since its 
inception 20 yearsago. True, it no longer recommends race restrictive 
covenants; it will not insure homes where there is a recorded restric- 
tive covenant, and will insure open occupancy developments. FHA- 
aided Jim Crow Levittowns are still being built in 1956. Our cities 
continue to be ringed by a growing vise of exclusive white suburbs 
built with FHA assistance. Public relations wise, FHA has em- 
barked on a campaign to stimulate the supply of housing available to 
minorities, but this has not even resulted in an appreciable increase in 
all-Negro housing. 

Finally, the insurance programs do not reach the large proportion 
of minority families with incomes between $4,000 and $6,000 per year. 

A word on public housing. Public housing has supplied the only 
substantial source of :itandard honsing for minority families. It has 
been almost the only source of nonsegregated new housing. A con- 
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tinued high volume of public housing is essential for displaced fam- 
ilies if any slum clearance is to proceed. It is further required by 
the high percentage of minority families unable to meet high private 
housing costs. 

Yet even this program has not been an unmixed blessing for minor- 
ity families. Eight-five percent of public housing is segregated. 
While courts have held that emetic 1 public housing is unconstitu- 
tional, PGA refuses to condition its funds on nonsegregation. Prior- 
ities for tenant selection established in the Housing Act of 1949 are 
at times violated to conform with local patterns of segregation. In 
many cities displaced Negro families are still awaiting public housing, 
while white families with lower priorities have been given apartments. 
Piecemeal administrative protections previously adopted have been 
removed in the past few months with nothing positive substituted. 
For example: 

On February 7, 1955, the requirement that local housing authorities 
show that public housing projects will make “equitable provision for 
eligible families of all races” and that tenants will be selected accord- 
ing to urgency of their need was shorn of its enforcement provisions. 

On March 8, 1955, a requirement that protected minority groups 
against the diminution of the overall housing supply in a community 
through demolition operations was deleted from the Public Housing 
Administration’s manual. 

On April 11, 1955, the requirement that— 
substantially the same quality service, facilities, and conveniences with respect to 
all standards and criteria * * * 
be provided to all races was removed. 

There is no question but that needs of minority families cry out for a 
full-scale public housing program. But this program must be con- 
ditioned on a policy of no discrimination and no segregation, if it is 
to truly benefit all our citizens. 

As to the voluntary home mortgage credit program, it is recognized 
that the unavailability of mortgage financing for minority families is 
a serious situation. Most of the new housing available was made pos- 
sible only by the use of advance Federal National Mortgage Associa- 
tion takeouts and direct assistance. The voluntary home mortgage 
credit program was supposed to remedy the situation. For the year 
1955 it placed 476 individual loans for minority families. In the light 
of the need, this is indeed pitiful. 

VHMCP is not realistically related to the conventional real-estate 
processes through which minorities purchase the bulk of their hous- 
ing. It takes up to 6 months to place a VHMCP mortgage. Brokers 
and salesmen, fearing loss of sales, pressure the buyer into accepting 
u junior mortgage, rather than to wait while VHMCP shops for 
sounder financing. 

As to the Racial Relations Service, we believe that the Racial Rela- 
tions Service of the HHFA and its constituent agencies has made 
an outstanding contribution to the development of democratic hous- 
ing practices. We have urged strengthening the Service and com- 
plete elimination of any suggestion of partisan politics. We have 
watched, however, with dismay as the morale of the Service has been 
eroded. It has become less and less an integral part of the operation 
of the HHFA. Without an agencywide education program to encour- 
age all staff to share responsibility for increasing the housing supply 
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for minorities, the racial-relations specialist has continued to be the 
only operating personnel responsible for getting the housing. This 
has restricted his serving in a review and advisory capacity. 

In urban renewal, no race-relations review is provided for. Staff 
who previously had race-relations functions have been reassigned. 

The two most experienced racial-relations personnel in the Service 
were first reassigned outside of the main stream of agency operations 
and then in August of last year fired for so-called budgetary reasons. 
The present head of the Racial Relations Service has failed to offer 
any leadership. His advocacy of segregated housing has thoroughly 
discredited him. The ineffective remnant of the Racial Relations 
Service is actually damaging. It creates the illusion that minority 
problems are being recognized and camouflages indifference, neglect, 
and outright discrimination. 

In light of the foregoing, we recommend that— 

1, The extension of Federal housing be conditioned on a guaranty 
that the accommodations be available to all qualified persons regard- 
less of race. 

2. Slum clearance through federally aided programs be meaning- 
fully and effectively related to the availability of decent, safe, and 
sanitary housing to meet the specific needs of displaced families. 

3. A balanced program, including open and predominantly open 
sites for urban renewal and public housing, be required from localities. 

4. Authorization for public housing be increased to an annual pro- 
duction rate realistically related to housing needs of low-income fami- 
lies in addition to the requirements for rehousing displaced low- 
income families. One hundred and thirty-five thousand units per 
year would be a minimum to meet this need. 

5. Governmental assistance be provided for middle-income families 
in the economic no-man’s land between public and private housing. 
this would include liberalization of seciious 220 and 221 and encour- 
agement of rental and cooperative housing. 

6. Unified relocation standards be established for urban renewal 
and public housing and concrete evidence of feasibility of relocation 
plans be required in workable programs. 

7. Federal encouragement and assistance for planning on metro- 
politan area basis be established. 

8. The Racial Relations Service be reconstituted on a nonpartisan 
professional basis to provide responsible review of all programs in 
all headquarters and regional offices of the Housing and Home Fi- 
nance Agency. Immediate measures should be taken to institute 
racial relations review of all urban renewal proposals. 

9. Financing aids be developed to meet the financing problems 
obstructing the access of minorities to housing on equal terms and 
corditions. Such aids would include revised VHMCP operations 
to provide a mortgage “pool” readily available for qualified loans. 

Mr. Crarrman. I offer for the record, the member organizations 
of our national committee. 

Mr. Brown. That may be inserted in the record. 

(The list follows:) 


Member organizations of the National Committee Against Discrimination in 
Housing are as follows: 
Amalgamated Clothing Workers of America 
American Civil Liberties Union 
Ameriean Council on Human Rights 
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American Ethical Union 

American Friends Service Committee 

American Jewish Committee 

American Jewish Congress 

American Veterans Committee 

Americans for Democratic Action 

Anti-Defamation League of B’nai B'rith 

Council for Social Action, Congregational Christian Churches 

Cooperative League of the USA 

lriends Committee on National Legislation 

Friendship House 

Jewish Labor Committee 

League for Industrial Democracy 

Migration Division, Puerto Rican Department of Labor 

National Association for the Advancement of Colored People 

National Association of Intergroup Relations Officials 

National Council of Negro Women 

National Council of Churches of Christ, Race Relations Department 

National Urban League 

Presbyterian Church USA, Department of Social Education and Action 

Race Relations Department, American Missionary Association Division, Board 
of Home Missions, Congregational Christian Churches 

United Auto Workers of America 

United Steelworkers of America 


Mr. Brown. Are there any questions of the witness ? 

Mr. O’Hara. Mr. Chairman. 

Mr. Brown. Mr. O'Hara. 

Mr. O'Hara. First, I want to commend Miss Levenson for a very 
fine statement. 

Miss Levenson. Thank you, Congressman. 

Mr. O'Hara. You have presented the subject most forcefully, and 
with some concrete recommendations. 

Now, first, 1 am going to ask you, what do you mean by minority 
groups? 

Miss Levenson. Of course that varies somewhat in different areas 
of the country. What we are most concerned with are these groups 
that face housing discrimination because of their race, religion, or 
national origin. 

In the East it is mostly the Negro. On the west coast it is Mexican 
Americans, Negroes, Orientals, in some respects, and of course on the 
east coast also the newly arrived Puerto Rican families. 

Mr. O’Hara. All groups that are not white are generally included 
in what you term “minority groups?” 

Miss Levenson. Yes, they are generally lumped together. But in 
other areas of the country there are some discriminations based on 
religion as well, but the most severe problems of those affect par- 
ticularly those who are not whites. 

Mr. O’Hara. You have presented the picture which is becoming 
more and more to obtain in our northern cities, where we are becom- 
ing, inside, nonwhite, and then the suburbs, all white. 

In New York you have a new State law, have you not, tending to 
protect against housing discrimination ? 

Miss Levenson. Thatisright. Last year the State legislature unani- 
mously passed the Metealf-Baker law, which provides that there cannot 
be any discrimination in any housing, either apartment. houses, or 
developments of 10 or more Rati which receive any kind of Gov- 
ernment mortgage insurance. In effect, that applies to the FHA and 
VA programs in the State of New York. 
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Mr. O’Hara. And how is it working? 

Miss Levenson. It is a little too early to really gage the success of 
the program. I think it can have a tremendous effect upon opening 
up the suburban areas to minority groups. 

Unfortunately it was passed in a time when the FHA commit- 
ments in New York had been reduced. They are now increasing again, 
after the investigations, and we hope that we will see a good deal of 
operations under this. 

I might mention that in our negotiations with the lending institu- 
tions and the home builders, we have been given evidence of a good deal 
of cooperation, more than we had expected. I think that both the 
building industry and the lending groups are looking for somebody to 
take the lead in this situation. No one builder and no one lender 
wants to put his neck out, but so long as the direction and the leader- 
ship is given to them, I think they will follow along. 

Mr. O’Hara. When I was in New York with the Rains subcommit- 
tee, one of the witnesses, a builder, was telling of the building of one 
of the suburban localities, and he said that all of the properties were 
sold to whites, and mention was made of this law, and he said that 
it was not being respected. 

Miss Levenson. Well, I would imagine that he probably—it ap- 
plies to all commitments after July 1, 1955, and I would think, when 
you held your hearings in New York, that he was probably referring 
toa development that did not yet come under the law. 

We do have some examples of apartment houses in New York City 
that were subject to a previously enacted city ordinance on the same 
subject, where the law is very definitely being adhered to and very 
successfully so. This is true in the Borough of Queens, and one de- 
velopment in the Borough of Manhattan. 

But in the suburban areas, as I say, it is a little too early to really 
gage of the success of the situation. 

Mr. O'Hara. I recall he pointed out that one of the methods of 
avoidance, when a nonwhite applicant presented himself, they were 
all out of houses / 

Miss Levenson. That is true, but I think that we have a very good 
degree of organization in New York, in the State of New York, and 
the organizations are acting as watchdogs of this program. 

I might mention also that at this legislative session the State legis- 
lature gave enforcement of this statute to the State commission against 
discrimination, which was established some 10 years ago to enforce 
our fair employment practice law. There, enforcement powers go 
into effect on July 1, 1956, so that again, we have another agency that 
will be charged with seeing to it that the law is not avoided. 

Mr. O’Hara. I presume you are acquainted with the progress we 
are making in the district that I represent. 

Miss Levenson. Yes. 

Mr. O'Hara. Where the whites and nonwhites are cooperating as 
neighbors in community groups, and we are really making progress. 
You are acquainted with that. . 

Miss Levenson. In Chicago? 

Mr. O’Hara. In Hyde Park. 

Miss Levenson. Yes, that has indeed been an example for many 
other communities that have learned from what they have done in 
Hyde Park-Kenwood, in establishing the neighborhoods and proving 
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that all races and religions can live happily in private houses along- 
side of each other and maintain good standards and work for the gen- 
eral betterment of the community. 

Mr. O’Hara. We were all heartened to hear, within the last few 
weeks, in that area, one of the churches, almost entirely a white 
church—that is a great majority of the members of the church are 
white—in the selection of a new pastor, called a Negro minister. I 
have appreciated very much the opportunity of listening to your very 
fine statement. 

Miss Levenson. Thank you, Congressman. 

Mr. Brown. Are there any further questions ? 

Mr. Wotcorr. Mr. Chairman, I assume from Miss Levenson’s testi- 
mony that she agrees with the recommendation in the Senate com- 
mittee report ? pe you familiar with the Senate committee report ? 

Miss Levenson. I am not sure that I am familiar with the one 
recommendation that you mention. 

Mr. Wotcorr. Well, they believe that minority groups should be 
classified as special-assistance groups, and get the same advantages 
that special-assistance projects get ? 

Miss Levenson. This is particular with reference to financing? 

Mr. Wotcorr. Yes. 

Miss Levenson. Yes. 

Mr. Woicorr. FNMA? 

Miss Levenson. Yes; we think that the financing situation is such 
a severe one that there has to be special provision made so that there 
is an adequate means through which minority families can get accepta- 
ble financing. 

Mr. Wotcorr. Are you familiar with the decision in the St. Louis 
case, in which the courts held that there could be no segregation in 
public-housin g projects ? 

Miss Levenson. We, of course, agree with the decision in the St. 
Louis case, and feel that that is the decision that should be adhered 
to in all public housing. It is a little different situation in private 
housing, where this financing situation is a real bottleneck. 

Mr. iauee: I am confining this to public housing, primarily. 
The district court out there in St. Louis, in confirmation of the peti- 
tion filed for a permanent injunction against segregation, went up 
through the circuit court of appeals, aa the Supreme Court of the 
ors gaan refused to review it so that that becomes the law of 
the land. 

If that is carried out, then there would be no discrimination in 
public-housing projects, between colored and whites. 

Miss Levenson. That is correct. Of course, there are came public- 
housing projects in which see integration does take place, and 
this has worked out very successfully. 

Mr. Wotcorr. Would these projects have to be built and confined 
to particular races, in order to qualify as special-assistance projects ¢ 

Miss Levenson. I am not quite sure that I understand the reference 
to special-assistance projects in the Senate report. Does this apply 
to FNMA? 

Mr. Wo corr. I do not understand it in the light of the Supreme 
Court decision. That is what I am trying to get at. As I under- 
stand it, if a project is built for occupancy of colored poople, then 
it becomes a special-assistance project under the Senate bill. 
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Now, it cannot be for one race or color, under the Constitution, as 
interpreted by the courts. That is what confuses me a little bit. 

Miss Levenson. As far as public housing is concerned, we feel 
very strongly that there is no need for any kind of special assistance, 
that all public-housing projects should be planned and operated on a 
nonsegregated basis. 

Mr. Wotcorr. Then you apparently are not in favor of the Senate 
srovision which compels FNMA to buy the mortgage paper at a 
handeed cents to the dollar ? 

Miss Levenson. I will just take one moment to read this. 

Mr. Wotcorr. It ison page 16. 

Miss Levenson. I have it. 

Mr. Wo tcorr. Read that in the light of the provisions of the law, 
section 304, on page 32. Let me read it into the record so we will 
have it before us. 

On page 16, the report says: 

Considerable testimony was presented to the committee to the effect that one 
of the major problems confronting minority groups— 


and you designated the colored people as a minority group— 


who seek to obtain adequate housing is inability to secure financing at reason- 
able rates. Under existing law the President has authority to make the special- 
assistance functions of FNMA available for the financing of selected types of 
homeowners. 

Now, as I understand, under the Constitution there cannot be 
selected types of homeowners that have any relation to race, creed 
or color. 


Go ahead— 


for segments of the national population which are unable to obtain adequate 
housing. He has already exercised that authority in connection wtih the mili- 
tary housing, disaster housing, and housing in Alaska, and housing in Guam. 
The committee believes that the present need for housing of minority groups 
warrants prompt and affirmative action by the President. We, therefore, urge 
the President to designate such mortgages as eligible for purchase under the 
FNMA special-assistance functions. 

Now, on page 32 of the report in the section-by-section analysis, 
under the title, “Federal National Mortgage Association,” section 
9 
304: 


Amend section 305 (b) of the National Housing Act to require FNMA to pur- 
chase at par all mortgages acquired under a special-assistance function. 

Miss Levenson. Yes; I understand this. 

Mr. Wotcorr. That is what I do not understand. 

Miss Levenson. This would apply to the purchase of mortgages on 
private housing. 

Mr. Wotcorr. The Court’s decision applies to public housing. I 
am talking about public housing. 

Miss Levenson. I respectfully suggest—I think this on the private 
housing. FNMA does not purchase—public housing would be bonds 
issued by local housing ned ech They would not be mortgages. 
And this applies to the purchase of mortgages, FHA- or V A-insured 
mortgages, on private homes. Now, the bottleneck here is the fact 
that, because of the discriminated housing market and the fact that 
private financing is not available for minority groups, they never have 
the opportunity, really, to take full advantage of the FHA and VA 
program, and if this special assistance were provided it would make 
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financing institutions and mortgage lending institutions more apt to 
lend the money to minority groups if they knew they could get rid of 
the mortgages at par under this special-assistance program. 

Mr. Wotcorr. Regardless of whether it is individually owned or 
public housing, I cannot reconcile this provision with the Court’s 
decision. How do they get special-assistance projects, if we cannot 
separate the races? 

Miss Levenson. Well, this is not really a separation of the races, 
this is a problem of trying to make the races equal where they are not 
because of the operation of the private lending market, and this is 
the same theory under which the voluntary home mortgage credit 
program now operates, and provides for assistance to outlying areas 
that are not readily available in the normal course of events to mort- 
gage financing outlets, and to minority families, because they are in 
very much the same situation as these outlying areas, and here is really 
the Government stepping in and trying to equalize opportunities be- 
oo of the discriminatory factors which presently exist in the private 
market. 

Mr. Brown. Are there any further questions? 

Mr. Wipnaut. Mr. Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wipnatu. Would that cause discrimination against others, for 
example, in California, where they have to pay 514 percent to get 
mortgages ? 

Miss AOS Idonot think so. We have seen it operating under 
the voluntary home mortgage credit as well, that this has not led to 
any discrimination. It is not that large a program. And once the 
market is opened, I think that it will probably take care of itself, and 
we would hope that in a short period of time there would be no neces- 
sity for this kind of—it is almost a pump-priming operation, starting 
the wheels rolling, so that we open up the mortgage financing to these 
special groups that are at present disadvantaged. I would hope that 
a would be no necessity for this kind of thing on a permanent 

asis. 

Mr. Wipnatt. Miss Levenson, I wish you would explain this: 
Truthfully, I do not quite understand what is happening. 

It used to be that groups interested in discrimination used to say, 
“race, color, or creed.” Why has the word “color” been eliminated / 

Miss Levenson. I think we still say “race, color, or creed.” 

Mr. Wipnay. You did not in your statement ? 

Miss Levenson. I think that that was—there is no conscious change 
of wording. I think that we feel that race is probably the more in- 
clusive. Of course, all these terms are perhaps quite meaningless, 
really, and in order to get a little shorthanded, we tried to eliminate 
the enumeration of all the classifications, because we think that the 
understanding among people has come to the point that they know 
what we are talking about. 

Mr. Wipnatt. I am very interested because a representative of the 
Americans for Democratic Action testified here the other day, and he 
said that no financing aid should go in connection with any housing 
program if there was discrimination because of race. He just limited 
it to race. He did not say anything else. That could be subject to a 
lot of interpretations, and it is cutting down the original approach of 
some groups. 
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Miss Levenson. Yes; I think that there is no real conscious effort 
to cut down on the application, but because race is the most insistent 
situation at the present time, they might just emphasize race, but cer- 
tainly, in the drafting of any specific legislation, I am sure all the 
groups would insist that all the classifications be enumerated to really 
mean that no group be discriminated against for either its race, its 
religion, color, or place of origin. 

Mr. Wipnatt. Do you believe that if such a clause is included in 
legislation, that would affect public housing, that you are going to 
get public housing ¢ 

Miss Levenson. I think so. I think that you will get public hous- 
ing in large sections of the country. The whole trend has been toward 
increasing integration in public housing. More and more public hous- 
ing authorities are finding that it is uneconomical to operate—— 

Mr. Wipnatu. Excuse me a minute, let me interrupt you. The 
point of the question is this: I am talking about passing legislation in 
the Congress, and trying to recognize the urgent needs of minority 
groups, whether or not the principle that is involved, which is a good 
principle, whether or not there should be any sacrifice of that prin- 
ciple in order to get public housing ? 

Miss Levenson. Well, first, of course, most of our groups feel that 
the principles at the present time are the most important considera- 
tion, but second, there might be some few areas in the country— 
in the Deep South, perhaps—where they will not accept Federal funds 
for more public housing if it has to be an integrated baa and in fact 
some housing authorities again need this kind of leadership from 
the Federal Government. 

I have heard from a number of housing authorities, that again, 
they are a little afraid at this point of taking the initiative them- 
selves, although they recognize the fact that, from their own admin- 
istrative point of iew, it is uneconomical and administratively more 
difficult to administer segregated projects. 

So, I think by and large most of your housing authorities would 
welcome this kind of leadership from the Federal Government. 

Mr. Wipnatu. You are talking now as a matter of policy and not as 
legislation ? 

Miss Levenson. Whether it comes through legislation or admin- 
istrative policy—and it could come either way—the effect would be 
the same, and [ think the welcome would be the same. 

Mr. Wipnat. If it is a matter of administrative policy, that could 
have been instituted at the time public housing was created. 

Miss Levenson. Yes; I think the housing agencies have had that 
power all along, and in fact I feel and all our groups feel that they 
have the responsibility of taking such action, and the action of the 
courts which Congressman Wolcott mentioned, just reinforces our 
contention that the Federal housing agencies are at present derelict 
in their duty in not taking this kind af administrative action, that we 
think that they have the power constitutionally, and in addition to 
duty, constitutionally, to do so. But regardless of our protestations 
and pressure, they have, as yet, not taken such action. 

Mr. Wiwnatt. Just one one more question. You spoke about the 
activities of the Voluntary Home Mortgage Credit Program, and said 
that there were only a pitiful 476 individual loans placed. Now, I 
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understand there have been a number of loans for more than one 
unit covering minority housing; is that true? 

Miss Levenson. Yes; there have been a few projects of, say, a hun- 
dred or 150 homes or apartments, placed under the program. But 
even if you add those individual units we still come out with a ve 
small number of individual units actually made available throug 
this program in the first quarter of operation, and I think we have 
seen some of the flaws in it and some of the bugs that could be elim- 
inated. One of the most important is the Deigth of time that it takes 
before a loan is processed and sent out to the various lending institu- 
tions throughout the country. 

And it was just brought to my attention that an additional problem 
seems to be developing, where the primary lender, say in New York 
or Philadelphia, will consent to give the loan, yet their local corps, 
because of local prejudices, particularly against a minority family 
moving into a previously all-white neighborhood, have recommended 
that this primary lending institution not make the loan, and they 
have not. And this seems to be becoming an increasing problem un- 
der the program. And this is the action of a local corps rather than 
the prime lender. 

r. WipNALL. Miss Levenson, when it comes to the timelag, of 
course, under that law, the loan has to be submitted to your regular 
lending institutions first and have two turndowns. 

Miss Levenson. That is right. 

Mr. Wiwnatit. Which would take some time? 

Miss Levenson. Yes; plus there is even a timelag after the two 
turndowns have taken place and you do make application to the pro- 

‘ram. It has taken on an average of 6 weeks to 6 months for the 
oan, then, to be placed. And I think you understand, in the opera- 
tion of the housing market, that in many instances the home is gone. 

Mr. WipNaLL. Well, actually, the testimony of the people running 
the program is that the agar ve - of these loans is presently taking 
from 6 weeks to 2 months. At one time it was 6 months. 

Thank you. 

Mr. O’Hara (presiding). Now, I notice on page 5 of your state- 
ment, you refer to certain changes made by the Public Housing Ad- 
ministration in February, March, and April of 1955. 

Do you regard those changes as reflecting an unfriendly attitude on 
the part of the Public Housing Administration ? 

Miss Levenson. Well, I think I regard these changes as a re- 
flection of the attempt of the Public Housing Administration to pro- 
tect itself against pam that it is entering into the area of race, 
because it has in these respects, so they have removed these items 
from their manuals, but at the same time have not gone ahead and 
adopted any positive policy prohibiting discrimination or segregation 
in the whole program. I think they just went through their manual 
and took out any reference to race, but did not substitute therefor any 
positive program. 

Mr. O’Hara. Do you call that the policy of moderation? 

Thank you, very much, Miss Levenson. 

The next witness, please. 

The Crierx. Mr. Chairman, the next witness is Mr. Clarence 
Mitchell, National Association for the Advancement of Colored 
People. 
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Mr. O’Hara (presiding). We are very glad to have you with us, 
Mr. Mitchell. 
Mr. Mrrcueit. Thank you, Mr. O’Hara. 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH- 
INGTON BUREAU OF THE NATIONAL ASSOCIATION FOR THE 
ADVANCEMENT OF COLORED PEOPLE 


Mr. Mrrcuett. Mr. Chairman and members of the committee, if I 
may, I would like to present my statement first and then make a few 
remarks. 

Mr. O’Hara. That may be done. 

Mr. Mircuett. Mr. Chairman and gentlemen of the committee, 
thank you for this opportunity to testify on behalf of the National 
Association for the Advancement of Colored People. 

Our plea for a remedy to mounting housing problems of colored 
citizens has consistently fallen on deaf ears in the Congress and execu- 
tive branch of Government. We hope it will be different this year and 
that you will include the following amendment in whatever bill your 
committee reports out. 

The amendment is: 

The aids and powers made available under the several titles of this act are 
not to be conditioned or limited in any way on account of race, religion, or 
national origin of builders, lenders, renters, buyers, or families to be benefited. 

I would like to offer the committee an example of how the present 
housing program is being used to promote and extend racial segre- 
gation. This illustration was reported to the Housing and Home 
Finance Agency by Mr. Madison Jones, our organization’s special] 
assistant for housing. As yet, nothing has been done to correct it, and, 
if past experience means anything, nothing will be done. <A copy of 
Mr. Jones’ letter is attached to this testimony. 

There will never be any real progress in this field of housing until 
our Government makes up its mind to stop underwriting segregation. 

Mr. Albert Cole, Administrator of the Housing and Home Finance 
Agency, was before your committee recently. He has stated that the 
problem of providing housing that would be open to members of 
minority groups is one of the most serious matters confronting his 
Agency. If you will review the record, however, you will see that 
the current effort by HHFA to meet this problem can be summed up 
in four words : These are “Much talk, no results.” 

As long as our chief emphasis is on clearing the slums without 
making adequate provisions for displaced families, we shall never be 
able to do a real job in eradicating blighted areas. As long as we 
restrict the construction of new public housing, it will be impossible 
to develop long-range plans for making our cities attractive and 
wholesome. Unless we halt the building of new all-white cities under 
FHA auspices, we shall soon find that Government housing programs 
have driven an unwholesome wedge between our citizens at a time 
when we most need to be united. 

Our experience shows that the executive branch of Government does 
not intend to act on this problem. We must, therefore, look to the 
Congress for help, and we ask that our amendment be written into 
the law. 

77603—56——34 
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Now, I would like to add a few comments. 

I would like to call the committee’s attention to the fast that we in 
our testimony ask for the inclusion of an amendment in the housing 
legislation, which would make the aids and provisions of the housing 
legislation conditioned upon the fact that they would be available to 
all people without regard to race. 

It is particularly pertinent to the point that Mr. Wolcott raised 
about the Senate report, because the Senate report, in my opinion, is 
not an adequate substitute for what we have proposed. 

I think it is even worse than being an inadequate suggestion. I 
think it is a very unfortunate attempt on the part of one of the 
branches of Government to pass on its responsibility to another branch. 

To be specific, this is the situation we face over in the Senate. There 
are some members of the Senate committee who are dedicated to the 
philosophy of providing housing, but they come from the South. They 
can’t afford to be associated with legislation that makes provision for 
no discrimination in the expenditure of Federal funds. Therefore, 
instead of the Senate committee coming to grips with this problem it 
seeks to pass it on to the executive branch of Government, putting it 
at the President’s doorstep, and I might say they have not put a very 
good package at the President’s doorstep. 

It is wrong, it is morally wrong, for the Federal Government to 
refuse to accept its responsibility of seeing to it that the total program 
operates on a nondiscriminatory basis, and to offer, instead, a sugges- 
tion that there would be some special fund set up for minority groups, 
taking them out of the main stream of the population. 

We have again and again come before these committees asking that 
the Congress accept its responsibility. Again and again there is an 
attempt to restrict what we are seeking in public housing. 

We are not just interested in having these provisions apply to pub- 
lic housing. We are interested in having them apply to the total 
provision of the housing law. 

In the previous session of Congress you eo may remember 
that Congressman Poweli offered the same language that we have set 
forth in our testimony; as you know, the House was in a state where 
it was not voting for the record. In the gallery I was able to see that 
we had a substantial number of people who stood up in favor of that 
amendment, but there were persons circulating around, in the House, 
asking different Members to sit down, and some of them left the floor. 

So, at the time when we came to take the teller vote a considerable 
part of the strength had been lost. 

I certainly hope that in this—— 

Mr. O’Hara. Was that in 1949 that you refer to? 

Mr. Mrrcuety. No, sir; this was in the previous session of Congress, 
when this amendment was offered by Mr. Powell. 

It seems to me some 20 or 30 Members who had stood up for this 
provision were asked either to take their seats or for one reason or 
another left the floor at the time when we got around to the question 
of teller votes. 

Some actually switched sides. I think it means this: that there is 
a disposition on the part of individual Members of Congress to be 
fair on this thing. I think that if most Members followed their own 
consciences there would certainly be enacted this kind of an amend- 
ment, but for practical considerations, there are those who, as a matter 
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of policy, seem to be opposed to this addition, and they either persuade 
other Members not to vote or inject issues not necessarily related to 
the problem that we are trying to correct. 

It is a fact, gentlemen, that the Government’s housing program at 
this time is increasingly developing a condition of racial segregation 
in housing, where-it-didn’t previously exist. 

To mention the factor that you talked of a minute ago, Mr. O'Hara, 
that in the northern cities there is an out-migration of white popula- 
tion from urban centers, with the Negro and other minorities filling 
in the center. I looked at the 1950 census figures over the weekend, 
particularly at those figures which show what the fringe population 
is like in certain urban areas. 

In Washington, D. C., the fringe population, which would be in the 
surrounding suburbs, is about 35 percent of the total metropolitan 
population. I am sure there are people who would argue that this 
happens because the schools are integrated in Washington; that the 
restaurants and hotels are integrated, and therefore all the white 
people are running out of Washington because they don’t want to be 
associated with Negroes. 

Therefore, I think it is important to look at the figures on Miami, 
Fla., and Atlanta, Ga. 

In both of those instances, the fringe population, southern cities, 
exceeds 40 percent, which means that the proportion of the population 
in those two southern cities, where there is still strict segregation, 
across the board, the proportion of fringe population is higher than 
it is in the city of forte er 

I submit that the reason for that is not necessarily because people are 
running away from colored people but because, under the Govern- 
ment’s program, a white person can buy a house with FHA assistance, 
a White person can move from a sedueclope area into a suburban area, 
with the help of various Federal programs, but under the way it works 
now, a colored person may not do so. 

The only market in which colored people have a reasonable oppor- 
tunity to buy housing is in the existing housing, which is abandoned by 
white people for one reason or another. 

It is interesting to note that in some cities of the South this devel- 
opment is contrary to the development in the ordinary pattern. 

For example, Charleston, S. C., there are a number of neighborhoods 
there which are integrated and have been integrated for years, but in 
Charleston there is now developing a pattern of housing segregation, 
because the Federal Government moves in with these various types of 
assistance and makes possible the construction of segregated dwellings. 

I would also like to point out this other kind of hardship which 
is upon us in the housing field. I was in Savannah, Ga., on Friday, in 
« colored Presbyterian church which is pastored by one of my class- 
mates. That church is a new structure which was built in replace- 
ment of an old building that colored people had formerly used in 
another part of town. They had to move because there was a slum 
clearance redevelopment program in Savannah at the time the con- 
gregation was asked to move. 

The pastor and the persons who run the church were offered $7,000 
for the structure. They refused to take it. They got, instead, 
$30,000, because they went into court and after extensive litigation 
they were able to get what they wanted in the way of additional money. 
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But still, before they could build their new church, they had to get 
$40,000 additionally. 

I understand that money was given in the form of a loan from some 
part of the Presbyterian Church. 

Now, what has happened to those people in that church happens in 
many, many instances to individuals who own pate homes. They 
are displaced, they can’t get a comparable dwelling for the price that 
they get upon displacement, and, as has been pointed out before, it is 
simply a matter of spreading a slum from-one area of the city to 
another. 

I certainly hope that this committee will accept its full responsi- 


bility and incorporate our proposed amendment in the legislation 
which it reports out. 


Mr. O’Hara. Mr. Multer. 

Mr. Mutrer. No questions. 

Mr. O’Hara. Mr. Mitchell, you may remember when the housing 
bill was before us in 1949—you were there, I believe. 

Mr. MrrcHet.. I was. 

Mr. O'Hara. You are acquainted with the teller vote on the amend- 
ment at that time? 

Mr. Mircnet.. Yes, sir; I am. 

Mr. O’Hara. And I think you remember how the gentleman from 
Illinois voted. 

Mr. Mircue.t. Yes, sir; I do, sir. 

Mr. O’Hara. The amendment. was defeated by one vote and many 
Members, just as sincere as I am, voted against the amendment because 
they were fearful that if the amendment had been adopted, the Hous- 
ing Act would have been defeated. I think you will recall the cireum- 
stances. . gm 

Mr. Mircnex.. My recollection is that that was an amendment 
which had to do specifically with public housing; did it not ? 

Mr. O'Hara. Yes, sir, public housing, and the amendment was de- 
feated by one vote. Had the amendment carried, and as a result 
of that had the bill be defeated, the gentleman from Illinois likely 
would have been accused of killing the housing program. But the 
gentleman from Illinois has never regretted his vote, because he 
pledged himself, when he came down to Washington, to vote against 
discrimination, in any form, whenever its ugly face presented itself. 

Mr. Mircuenti. Mr, Chairman, before you leave that, I would just 
like to say for the record, we have always been grateful to you for 
your attitude on these things, and I want to express that appre- 
ciation again at this time, because you have supported fair play. 

I really believe that there are some people who would like to in- 
corporate a nondiscrimination amendment in legislation of this kind, 
with the hope that it would cause a considerable number of southern 
votes to drop off. 

Of course, their theory is that they would do it as a means of 
killing public housing. But we do not seek it merely for public 
housing. We seek it for the entire legislation, for FHA and all the 
other aspects of it. 

I honestly believe that if it was ever incorporated in the total 
bill there are so many interests around the country who want to 
see the total bill passed that it would carry. As long as it is applied 
merely to public housing, it is true that there is a risk of a combina- 
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tion of enemies of civil rights combining to defeat it, but I don’t 
believe that that alters the merits of the proposal even under those 
circumstances. 

There is no reason in the world why the Federal Government 
should give money for any kind of segregation, particularly when, 
in this instance, it has had such an extensive experience with the kind 
of discrimination created. 

Mr. O’Hara. I have heard it said that there is the power in the 
administrative offices to see that no public money is spent in any 
public works or any public enterprise where there is discrimination; 
is that your understanding ?¢ 

Mr. MitcHeiyu. We certainly support that view, Mr. O’Hara, but 
I want to reiterate again that under our system of government, each 
branch ought to accept its responsibility, and I respectfully submit 
that it is not right for the Congress to try to pass on to the President 
the responsibilities that the Congress ought to exercise. 

Mr. O’Hara. That is, you want every public official, no matter 
whether he is serving in the Congress, or in the White House, or in 
any other oflice, to come out and show his colors ? 

Mr. Mircwewu. Yes, sir; we would certainly hope they would do 
that. 

Mr. O’Hara,. Are there any questions ? 

Mr. Wipnatu. Mr. Chairman. 

Mr. O'Hara. Mr. Widnall. . 

Mr. Wipnatu. Mr. Mitchell, I would just like to comment that 
this point of view of administrative policy has just seemed to develop 
in the last couple of years since there has been a change in adminis- 
tration. Prior to that the insistence was always for an amendment 
to the law to cover nondiscrimination, and certainly I have no objec- 
tion to that at all. 

I believe you know that I have supported, in most instances, amend- 
ments to that effect. 

I seriously have great concern about the ability to pass legislation 
if we incorporate an amendment such as that in the law, and we want 
to see the ability given all people to get decent housing, single-family 
housing as well as multiple-family housing. 

I would like to ask this question : 

There are Negro savings and loan associations, Negro banks, Negro 
life insurance companies, have they purchased tracts of land for de- 
velopment on a nonsegregated basis ¢ 

Mr. Mrrcuetu. Yes, sir, Mr. Widnall; I would like to have your 
permission to answer that part of what you ask first and then come 
back to something you mibes the beginning, which I would like to 
clear up in the record. 

So far as the Negro companies are concerned, we presented to the 
committee the last time I appeared here testimony showing the extent 
of their mortgage obligations. They were up pretty close to what 
was allowed under the law. 

In contrast, the big companies that have control of some $55 billion 
in assets, have done practically nothing. So that the problem is 
not that the Negro companies have failed to do all that they could, 
but that the big lending institutions, which presumably are supposed 
to be open for everybody, haven’t done what they could. 
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Now, in the case of the colored companies there is another factor 
that enters the picture. Usually when a colored company seeks to 
acquire land for the purpose of building a housing development, some 
resistance has come up because there are people who don’t want an all- 
— development in their neighborhood. They have to overcome 
that. 

The need for housing is so acute among colored people that it often 
happens that they buy up the housing very quickly, so that even 
though the project starts out as something which is supposed to be 
open to everybody without regard to race, it winds. up as an all-Negro 
development. 

The first point that you made, I would like to comment on, about 
the method of seeking a remedy. 

Our testimony, which we presented in the last session, reviewed the 
fact that we had, ever since the Truman administration, the Roosevelt 
administration, sought corrective action by legislation, but we had also 
sought action by the executive branch of Government. So that, so far 
as our organization is concerned, we are consistent. We have asked for 
both things under both administrations. 

But I am conscious of what you are talking about. I, too, believe 
that it is very unfair for any political party, when it is the party in 
power in Congress, to attempt to shift what it knows to be its con- 
gressional responsibility, to the different party that happens to be 
in control of the executive branch. I would think that would be a 
bad practice, if it were a Republican Congress and a Democratic 
President, and I certainly think it is a bad practice with a Democratic 
Congress and a Republican President. 

Mr. Wipnatt. Thank you, Mr. Mitchell. 

Mr. Muurer. Mr. Chairman. 

Mr. O’Hara. Mr. Multer. 

Mr. Mutrer. There isn’t any doubt in your mind, however, that 
under existing law the executive departments have ample authority 
to enforce the housing laws in such a way that there can be no 
segregation ? 

Mr. Mrrenect. There is no doubt in my mind, Mr. Multer, and never 
has been, that the executive branch, if it wanted to, as a matter of 
policy, could do the things which we are recommending here. There 
is also no doubt in my mind that the political situation in this country 
is such that the present administration is unlikely to do it, and I 
know the political situation was such under the Truman adminis- 
tration that they didn’t do it. 

Mr. Muurer. Well now, you remember, I think it was in 1952, you 
and I discussed this matter, and I offered or had ready for offer an 
amendment similar to the one which you suggested now. I then 
called at the White House, as a result of which there was an exchange 
of correspondence, indicating that the law would be enforced in ex- 
actly the way you and [I interpreted it to mean, that there should be 
no segregation wherever Federal funds or guaranties were being 
used. 

Do you recall that ? 

Mr. Mrrenett. My recollection is that it was prior to this admin- 
istration, Mr. Multer. My recollection is that Mr. Foley was at that 
time Administrator of FHHFA, that you did get assurance from 
them that they weuld enforce the law, and. could enforce the law 
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without this amendment. They didn’t do it under Mr. Foley, and 
they haven’t done it under Mr. Cole. 

Mr. Mutter. Have there been any such assurances under this ad- 
ministration, as we received from the prior administration ? 

Mr. Mitrcueiy. I know of none. My recollection, Mr. Multer, is 
that Mr. Cole started off apparently with the notion that this was a 
reasonable suggestion and that it could be carried out. Thereafter, 
it went through a process of various refinements until now. The 
policy of the housing agency is actually one of condoning and pro- 
moting racial segregation in housing. There is no doubt about that. 

Mr. Murer. What is the situation in New York City, and New 
York State? 

Mr. Mrrcne ti. Miss Levenson commented on that, and I would 
not be as familiar with it as she, but I do know, of course, that there 
are laws which we think will help to correct this problem. 

Miss Levenson has pointed out that they haven’t been on the books 
long enough to have a substantial impact, but they are helpful. 

Mr. Mutrer. As a matter fact, we have more than just laws in 
New York City, we have integrated public housing in New York 
City, have we not? 

Mr. Mircnentt. Again, I would just like for the record to make 
sure that I am not talking only about public housing. I am talking 
about housing generally, and as you say in New York it is integrated, 
both privately owned and public housing. 

It happens that our executive secretary lives in a housing project 
in New York which is an integrated project, under private auspices. 

So that it is true that happens there, and it could happen anywhere 
if there was sufficient intelligence and energy devoted to it. 

Mr. Murer. The reason I referred to public housing first is because 
in New York City where we have the integrated public housing we 
haven't had any riots and we haven't had any trouble. 

Mr. Mrrcenett. As a matter of fact, I was in Sumter, S. C., in Feb- 
ruary, and someone took me around to an integrated public-housing 
project they have there. I think that you could integrate anything 
anywwhere if you really intend to do so. 

Mr. Mutter. In addition to that, under New York State law now, 
there are prohibitions, and the restrictions have been written into 
regulations in New York City today, so that they no longer seek to 
segregate. Whereas before you couldn’t get a mortgage for a colored 
family that wanted to buy a home, that is no longer the situation in 
New York. 

Mr. Mrrcene yt. I wouldn't be able to say that that is no longer the 
situation 

Mr. Mcurer. Where public funds or public guaranties are involved. 

Mr. Mircueii. I wouldn't know whether there aren’t some people 
who try to get around the law, but I would certainly say that is my 
understanding of the intent of the legislation. 

Mr. Mutter. Oh, yes, sir; there are still some developers in New 
York who will organize a club and that way keep out of the club 
and the ownership of the particular development those they don’t 
want, whether it be religious, racial, or colored minorities. They do 
that to get around the law. But where there are public funds and 
guaranties being used, there is no evasion of the law that I know of 
in New York today. 
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Mr. Mrrcuewy. I would certainly say it is the intent of the people 
of New York to see to it that the problem we have outlined here is 
taken care of by that legislation. It is my opinion that that is a wy 
substantial contribution to progress. I just hope the Congress will 
try to match what they have done. 

Mr. Mutrer. Without any attempt to segregate the schools in New 
York City, we found we were getting into a situation where, because 
of the make-up of certain areas, we actually had segregated schools. 
In those neighborhoods where we had almost all colored people in 
those areas, we found out schools had practically no white pupils. 
When you take a city and divide it by school districts in accordance 
with arbitrary or artificial boundaries, you are bound to run into that 
kind of situation. We have tried to cure that situation in New York, 
have we not, so as to realine the boundaries of school districts so that we 
don’t get into a situation of an all-white or an all-colored school ¢ 

Mr. Mrrcweuu. 1 understand that is New York’s program. I want 
to add that the New York picture of segregation which resulted in 
school segregation, segregation in housing which resulted in school 
segregation, came about more or less by normal development. There 
were colored people moving into areas that white people moved out of. 
Eventually those areas became all colored and eventually there were 
colored schools, virtually. 

But under the Federal program of redevelopment, there is a con- 
scious effort, on the part of certain localities, to create the kind of 
situation that you are trying to eliminate in New York. 

I have given an illustration in my testimony of Ufalla, Ala., where 
the whole arrangement of that redevelopment program is geared to 
make possible the creation of a segregated mogne community with 
segregated schools, even though we have had a Supreme Court deci- 
sion. I certainly think that at this late date the Federal Government 
ought not let that happen. 

Mr. Murer. I agree with you, sir. 

Thank you, Mr. Chairman. 

Mr. O’Hara. Mr. Mitchell, it is always a pleasure to have you 
with us. 

Mr. Founrarn. Mr. Chairman, I have a question. 

Mr. O’Hara. Mr. Fountain. 

Mr. Founrarn. Mr. Mitchell, I understand your position and the 
position of the NAACP with respect to discrimination. I would like 
to ask you one question : 

Do you believe in forced integration ? 

Mr. Mrrcneu. I don’t believe in forcing anything. I think that 
vou do have to have a law, and people must be required to obey the 
law. The problem that we have in this country with respect to inte- 
gration ont segregation is that so much of the segregation is forced 
segregation, it is required by law. 

It is my opinion that if we open schools to all children, if we make 
housing available to everybody without regard to race, certainly 
nobody can say that that is a forced program. But it is a forced pro- 
gram if the Federal Government can move in, clear all the colored 
people out of a given area, and put white people in there. 

And it would be a forced program if, as is true in many cases, col- 
ored people are required to go to schools because they are colored and 
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white people are required to go to certain schools because they are 
white. 

Mr. Founrarn. Then I assume that when you say integration, what 
you mean is making the opportunities available for people of all 
races without regard to color, and not forcing a Negro child to go to 
school with a w hite child or vice versa if they don’t want to, so long as 
the opportunities are made available for them to go to an appropriate 
school. 

Mr. Mrrcnexyi. It would be difficult to say that quite that way. I 
would think that you have got to take into consideration the fact that 
we have compulsory school attendance laws in this country. It does 
seem to me that once a compulsory school attendance law is estab- 
lished and a child must go to that school, his parents certainly do 
not have the right to say, “We will not send him to this school because 
colored children are going there,” or “We will not send him to this 
school because white children are going there.” 

They do not have the right to say that they will abrogate the law 
because of the racial factor. 

Mr. Founratn. What I am getting at is, for instance, here is a 
school, say, that is attended by all-Negro children, and the school is 
full, and there are a few white schoolchildren in that district. You 
would not take the position that in order to carry out integration, that 
the public authorities or the local authorities simply take a substantial 
number of white children out of the white school nearby and put them 
in the Negro school, and take some out of the Negro school and put 
them in the white school, in order to bri ing about ‘integr ation if they 
would not otherwise go to those particular schools because of geo- 
graphic boundaries ¢ 

Mr. Mircnr.t. What I would say, Mr. Fountain, is that the school- 
attendance requirements ought to be established with the greatest of 
objective standards in mind. They ought not be established on the 
hasis of whether a child is colored or white. Once those standards 
have been established, it seems to me that every child who meets them 
ought to be eligible to attend that school. 

As I see it working out in a practical way, there could never be a 
school, if you have fair attendance standards, there could never be a 
school from which a colored or white child would be barred solely be- 
cause of race, if the attendance standards are fair. 

Mr. Founrarn. I think I get your point. 

One further question : 

I was engaged in conversation with a member of the staff. 

Did you mention the Powell amendment to the education bill ? 

Mr. Mrrcneti. No; the Powell amendment to the housing bill, 
which was offered in the last session. I said that from my observation 
in the gallery, it was quite clear that we had enough votes of Members 
standing to pass that amendment, but some person circulated through- 
out the House well and many ‘of those who were supporting the 
amendment began to sit down, and some left the floor. And by the time 
the teller vote was taken, there was a complete change in the picture 
so that we lost the amendment. 

Mr. Founrarn. I thought if he discussed that, I would ask him some 
questions about it. 

Mr. Mircueit. Well, I would say the Powell amendment to the 
school-construction bill is in line with the testimony that we have 
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resented to the committees of Congress. The language is the same 
eupeene that we have recommended to the committees of Congress, 
and we certainly feel that it would be an awful tragedy in this country 
if the pending school-construction legislation passes without the safe- 
guards of the Powell amendment. And the Lehman amendment, in 
the Senate, being included. 

Mr. Founrarn. I want to ask you this: Don't you think the Powell 
amendment goes much further than did the Supreme Court opinion ? 

Mr. Mircney. No, sir; the Powell amendment is predicated on the 
language of the Supreme Court decision. The Court in its decision 
gave opportunity for local communities, through a process of com- 
mittee meetings and discussions, to work out an me process of 
desegregation. 

The Powell amendment by its language also permits that. 

The Lehman amendment permits that. 

Actually, there would be nothing in the Powell amendment which 
would prevent the State of Maryland from getting Federal aid under 
the Kelly bill, because the State of Maryland is not in defiance of 
the Court, even though not all of the Maryland counties are integrated. 
Most are trying to move ahead. Some of them are still in the discus- 
sion stage, but they are trying to do something. 

On the other hand, I would think the State of Mississippi would 
be prevented from getting funds under the Powell amendment because 
that State, by acts of its legislature, has undertaken to defy, officially, 
the United States Supreme Court. 

On the other hand, if there are local communities in the State of 
Mississippi, which would undertake to comply with the Court decision, 
under the terms of the Powell amendment, they would be able to 
receive aid. 

In addition, the Powell amendment also contains a feature which 
provides for. holding in escrow money for the States that are in 
defiance of a Supreme Court decision by acts of their legislatures, with 
the hope that during the life of the bill they would come around 
to the point where they would comply with the Court decision, and 
the money would then be available for them. 

Mr. Founrarn. But if you recall, the Supreme Court opinion in its 
implementation decision, it recognized local conditions, problems of 
local administration, the fact that in one area you can’t do things quite 
as fast as you can in another. It did not specify a period of time 
within which schools had to be desegregated. It seems to me that the 
Powell amendment, by providing that desegregation must take place 
by 1958, or in effect saying that schools must be integrated by then, 
when there might be many instances, many situations and many locali- 
ties where desegregation might not take place by 1958. 

Mr. Mircnetn. There is no mention of the time. 

Mr. Fountarn. I think there was a period of 4 years. 

Mr. Mrrcneny. On the life of the bill? 

Mr. Fountratn. Yes, sir. 

Mr. Mrrcren. IT am sure we would like to do this, and Mr. Powell, 
T am sure, would agree. We have tried very hard to make this 
language on all fours with the Supreme Court thinking, which states 
that there must be a prompt and reasonable start. Our understanding 
of the language, and I am sure Mr. Powell’s understanding of it, would 
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be the same, is that this would permit communities that seek to make 
a prompt and reasonable start to get aid under the bill. 

Now, if that isn’t clear, and if that is the sole reason why some 
members would object to supporting the amendment, then certainly 
we would want to see, and I am certain Mr. Powell would want to see, 
a refinement of the language, and a change of the language to make 
that crystal clear. 

We have not—and Mr. Powell has not—at any time sought to make 
the Congress substitute itself for the judgment of the Supreme Court, 
but we do think the Congress can’t be blind to what the Court has 
decreed, and the Congress can’t be blind to what State legislatures 
are doing. 

The Court has said that there should be integration, and State 
legislatures in some instances are throwing every conceivable kind of 
roadblock in the path of local communities. 

We have only to look across the river to Arlington County. We 
have been trying to settle the school problems in that area since 1947. 
We have won practically two cases on it. They are still segregated, 
not because the local authorities were unwilling to do what the 
Supreme Court suggested that they do but because the State legisla- 
ture of Virginia interfered and prevented them from doing what they 
wanted to do. 

We don’t see how Congress can ignore that, and give to Virginia 
money which it knows in advance Virginia is not going to spend in 
accordance with the Supreme Court decision. 

Mr. Founrarn. My primary objection to the Powell amendment 
is that if because of circumstances beyond the control of the public 
officials of a State, a particular State, where the people just haven’t 
gotten themselves ready and are unwilling to completely comply, even 
though they would not comply with the Supreme Court opinion, if 
that amendment passes and because of those circumstances a State has 
not been able to desegregate, that State would still be helping to pay 
the expenses of public schools in other States of the Nation, while both 
the Negro and the white children, in that State, would be deprived 
of those funds. 

Mr. Mrrcneizi. Of course, Mr. Fountain, we are conscious, too, of 
the fact that tax moneys are being spent improperly all over the 
country. For example, the people in New York perhaps have the 
greatest objection on that point. ‘They supply something like 19 per- 
cent of the Federal revenue. It does seem to be very unfair to ask 
the people of New York to help finance schools in States where, as 
you put it, the people haven’t gotten themselves ready to comply with 
the Supreme Court decision. 

[ think that if there is evidence that the people in a given State 
are making a sincere effort to comply with the Court decision but 
can’t do it immediately, but have a definite plan for working out the 
Court’s suggestion, nobody quarrels with that. 

Our organization has instructed our branches all over the South 
to seek meetings with the public officials for the purpose of trying to 
do just that, to sit down and work out this thing on some sort of 
reasonable basis. 

But our problem is that there are some States which have said they 
will not only refuse to meet with us, but they will penalize any school- 
teacher, they will penalize any school official, or any community that 
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undertakes, on its own initiative, to try to comply with the Supreme 
Court decision. 

Now, we just can’t see how it is right to give money to a State 
under those circumstances. 

Mr. Founrtarn. Of course I realize that that is a situation which is 
somewhat different from other situations throughout the South, but 
I was thinking for instance, in my own State of North Carolina, if 
my own State did not desegregate within the life of this bill, my own 
State would be helping, through tax money, to finance public schools 
elsewhere in the Nation while the children, both white and Negro, of 
our State, would be deprived of those funds. 

Mr. Mircue.i. But I don’t think that would be true in your State. 
I think, for example, that the community of Greensboro, if I recall 
correctly, had a plan of attempting to integrate the schools under the 
provisions of the Powell amendment there would certainly be nothing 
to prevent Greensboro from getting money as long as it was goin 
forward with a sensible plan even though it had not in fact Aa ot 
the point of actual integration in the schools. 

On the other hand, as I understand the position of the Governor 
of North Carolina, there is a desire to do everything possible to frus- 
trate integration by what is called a voluntary program of desegre- 
gation. 

Now, the word “voluntary” sounds good, but as a practical matter 
I think that what the Governor has presented to the people of North 
Carolina is a program under which there would be three sets of schools, 
1 for white people, 1 for colored people, and 1 for people who wish to 
be integrated. 

I don’t see how that could be in compliance with the Supreme Court 
decision, because the minute any child who was white tried to go to 
the school for colored, the pattern would have to break down. The 
Court has said that the child must be admitted, and the same would 
be true the minute a colored child tried to go to the school for whites. 

Honestly, I believe that the State of North Carolina would have 
accomplished integration in many of its communities had not there 
been interference from the top in the State, which apparently pre- 
vented some of those local communities from going forward as they 
had intended to go forward. 

Mr. Founrarn. What would be your opinion if the term “free choice 
school” were used instead of voluntary segregation ? 

Mr. Mrrenets.. I am wearing a rose today that Mr. Fountain gave 
me, and no matter what you call it, it is going to look and smell the 
same. And I think that is true in this matter of schools. We have 
terms like “free choice,” “voluntary association,” and all those things, 
but in the main they all boil down to a program of trying to retain 
segregation. 

I think it is unrealistic in this day and age to try to camouflage 
segregation with those terms. 

Mr. Fountarn. That is all, Mr. Chairman. 

Mr. O’Hara. Thank you, Mr. Mitchell. 

The committee will now stand adjourned to reconvene tomorrow 
morning at 10 o'clock. 

(Whereupon, at 12:27 p. m., the hearing was adjourned, to recon- 
vene at 10 a. m., Tuesday, May 22, 1956.) 
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TUESDAY, MAY 22, 1956 


House or REprEsEN'TATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence, Brown, Rains, Multer, Barrett, O’Hara, 
Fountain, Vanik, Wolcott, Talle, Kilburn, McDonough, Betts, Mum- 
ma, McVey, and Nicholson. 

The Cuarrman. The committee will be in order. 

We will continue hearings on H. R. 10157. 

The clerk will call the first witness. 

The Crerx. Mr. Henry DuLaurence, chairman of the legislative 
committee of the National Apartment Owners Association. 

The Cuarrman. You may proceed Mr. DuLaurence. 


STATEMENT OF HENRY DuLAURENCE, CHAIRMAN OF THE LEGIS- 


LATIVE COMMITTEE OF THE NATIONAL APARTMENT OWNERS 
ASSOCIATION 


Mr. DuLavrence. My name is Henry DuLaurence and I am chair- 
man of the legislative committee of the National Apartment Owners 
Association. 

My home is Cleveland, Ohio. 

The National Apartment Owners Association appreciates the privi- 
lege of being permitted to give its views on the various amendments 
proposed to the housing bill of 1954 now being considered by this 
committee. 

The changes offered to the housing bill are many and varied. Gen- 
erally, most of these would relax the mortgage requirements of what 
is already the most lenient mortgage financing in our history. The 
immediate question is whether such further relaxation is economically 
sound or sociologically desirable. 

There are amendments offered to increase both the quantity and 
quality of subsidized public housing to an even greater extent than has 
already been done in the past. Because this is done at public expense, 
we must determine not only whether it is economically sound and 
sociologically desirable, but whether or not there is proven need. 

Amendments are offered to facilitate and insure the rehabilitation 
and renewal of blighted urban areas and the abolishment of slums. 
It is fortunate for our large cities that there is general agreement as to 
the desirability and need for rehabilitation. The question seems to be 
as to the means by which this can be best accomplished. 
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Private housing: I would like to emphasize that we believe it highly 
desirable to make homeownership available to every American family 
willing to undertake this responsibility. We believe the family and 
the Nation benefit through homeownership. Nevertheless since the 
Second World War we have been living under laws designed for the 
encouragement of home construction and ownership. We have had 
increasingly generous provisions for higher financing and lower down- 
payments. We must face the fact that at some time (if we have not 
already done so) we will reach a point of saturation where all these 
seeming benefits will work a great disfavor to their recipients, and 
a hardship on the entire Nation. 

In coming here as a representative of the association, I wish to em- 
phasize that, of necessity, I must speak for all housing—whether 
privately owned or rental. Private and rental housing are joined to- 
gether with the common purpose of furnishing homes for our people. 
What affects one segment of our housing very quickly affects the other. 
As a general rule and over a period of time their economic life 
is inseparable. 

In these deliberations we are deciding not only the fate of future 
housing but, more importantly, solving the fate of our present housing 
as well. There are approximately 45 million nonfarm housing units. 
This total is commana of approximately 26 million owner-occupied 
units, 18 million tenant units with about 1 million unclassified. These 
45 million housing units are the Nation’s largest single asset. It is 
larger than any industry in the country and may well be of more value 
than all industries combined. 

The importance of maintaining the values of our present stock of 
housing is of utmost consequence. The equity in their home is the 
largest asset owned by most of our 26 million families.- Their ability to 
finance themselves and their requirements is frequently based on the 
fact that they are homeowners and that they do posses this unliqui- 
dated yet valuable asset—the equity in their home. Any situation 
which may adversely affect the values of their homes will in turn affect 
adversely the financial stability of the entire Nation. 

This bill is of equal interest to some 7 million citizens, owners of the 
18 million rental units in the country. To a large extent this property 
represents the savings of the great American middle class. These peo- 
ple are equally anxious to prevent a chain reaction causing vacancies— 
cheaper housing—cheaper rents followed by a deflation in the values 
of all homes generally and their rental property in particular. 


TITLE I-—REPAIR AND REHABILITATION LOANS 


Mortgage money is not easily available in substandard districts. In 
many cases this factor helps bring about deterioration of property, 
resulting in eventual slums. It is of utmost importance economically 
and sociologically that money be available to these twilight districts. 
It is here that this type of financing can do the most good and is in the 
greatest need. 

We believe the provisions under section I should be enlarged because 
the provisions of the present law seem to be inadequate not only as to 
the amount available but especially as to the length of the loan. We 
believe that although $2,500 seems to be ample for the rehabilitation 
of a single home, the $10,000 sum for a multiple-unit apartment could 
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be totally inadequate. If we desire to save our large buildings in our 
substandard areas this amount must be increased. We suggest $5,000 
for a 2-family building with an additional $2,500 for each additional 
family unit up to and including 6-family units. Over and above 6 
families an additional $1,000 per family unit to be available under 
this title. 

We think this financing should not only be easily available but 
easily payable. Under the present provisions a homeowner who bor- 
rows $2,500 to rehabilitate his property must repay this loan at the 

rate of approximately $80 per month. Since the low-income group is 

the very group which this financing was designed to help it is easy 
to see how heavy payments of $80 per month could prevent many 
people from taking advantage of this financing for home rehabilita- 
tion. Ifa longer term were permitted, payments would be smaller and 
therefore more easily carried. 

Under the present law we find the same obstacle in the case of the 
multifamily building. Let us assume a loan of $10,000 on a 4-suite 
apartment. Required payments would be about $200 per month or 
about $50 per month per suite. These payments are impossibly bur- 
densome for the owner of the average substandard multifamily build- 
ing. The entire income of the property could be absorbed by the 
required payments during the 5-year term of the loan. 

This association believes that slums and blighted areas can only be 
prevented by saving as much of our present housing as possible. In 
order to encourage , rehabilitation we must make available funds in 

cash payments commensurate with the long-term improvements which 
hes will accomplish. 

Consequently, we offer the following proposals: 

1. Where the premises are already mortgaged single house loans 
be made for a period of 5 years, 8 years for multifamily structures, 
where no less than 50 percent is to be used for long-term improve- 
mek 

Where the premises have no mortgage or other indebtedness the 
woe be made for a period of 10 years for single homes and 15 years 
for multifamily structures where no less than 50 percent is to be used 
for long-term improvements. This long-term loan to be available to 
owners ‘willing to give a first mortgage as collateral. 

Other help 1 necessary : Providing money for rehabilitation is excel- 
lent, but we do not believe it goes “far enough. Money is only one of 
the tools necessary for the repair and rehabilitation of property. 
Money is worthless without the pe how, ability, and understanding 
of how it should be spent. To remedy this problem, we make the fol- 
lowing suggestion : 

1. That architectural advice be made available for contemplated 
improvements. That this be provided for a modest sum and that it be 
a requisite for the obtaining of more than 50 percent of the permitted 
amount. 

That more rigorous rules be established to protect the home- 
owner from dishonest builders and unprincipled contractors. 

Section 203, senior citizen provisions: The administration bill 
would provide for a relaxation of the financial responsibility require- 
ments for mortgagors 60 years and over. This would permit a re- 
sponsible third party to become cosigner of the mortgage where the 
mortgagor lacks adequate credit to become acceptable ‘himself. It 
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would also permit a third party to provide a downpayment for the 
home to be purchased by the 60-year-old person. 

It is unfortunate that laws based on sympathetic grounds rather 
than sound economic or political principles have a tendency to boom- 
erang. Nevertheless, we must admit that there are desirable 
sociological aspects to this amendment. ._With proper safeguards it 
can be workable without too much undesirable impact on the com- 
munity. We suggest this legislation carry the following restrictions: 

1. That the cosigner be financially responsible and waive any exemp- 
tive rights that he might have under the deficiency judgment laws as 
a single-home owner. 

2. That this type of mortgagor acceptance be permitted only 
in homes costing $12,500 or less. 

3. That this type of financing be restricted to those 70 years 
or less. We believe that the responsibility of homeownership placed 
on the average person of this age for the first time would have 
undesirable results for mortgageholders and elderly owners alike. 

Section 207: Several amendments are offered providing that this 
section be changed to grant special benefits to builders who will 
build dwellings designed for the use of elderly people. This takes 
the form of 90 percent loans under this section, and an additional 
$500 per room allowance under some of the other sections. 

We know we shall be very unpopular if we even begin to question 
the need, or the desirability, for the construction of special, high- 
cost housing for our older population. Nevertheless, in the interest 
of sound legislation there are questions which must be answered be- 
fore Congress should permit itself to stray from the hard road of 


sound economics. If we may seem too hard or callous, we would 
like to remind this committee that many of this country’s most dif- 
ficult problems have been caused because some of our congressional 
predecessors were moved by misplaced ep tay Bat a than hard 


economic facts. Our farm problem would have been long forgotten 
if, years ago, the oversympathetic approach had been discarded for 
sound economics. After years of effort, under a law based on un- 
sound economics, our farm problem seems greater than ever and 
our farmer seems as unhappy as ever. We should all be especially 
interested to prevent the same oversympathetic approach in the new 
direction of housing. This could wipe out the values of the homes 
of millions of homeowners and throw millions of distress homes on 
the market as in the days of the HOLC. 

First, we must ask ourselves some frank questions: 

1. Is housing short for this age group ? 

2. Does this age group need special housing? 

3. Do minor changes in dihens specifications require excessive 
financing terms or large increased per-room allowances? 

4. Won’t increased unit cost price this housing out of the market ? 

5. Isn’t ample rental housing available at prices competitive to any 
new housing which could be built? 

6. Won’t relaxing mortgage provisions as to amount available 
merely increase the required rent? 

7. Sociologically, wouldn’t it be far better to make all the single 
homes possible available to people with young children and leave our 
present 18 million rental quarters for the elderly as they are vacated ¢ 

However, for purposes of argument, let us assume that housing 
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units are necessary for some of the older generation. We must then 
answer a further question. Will relaxing the financing provisions 
actually give our senior population more housing units and if so how? 
For we must agree that today’s housing built at today’s costs is high 
cost housing and rents at a substantially higher level than our older 
existing housing. In an unbiased survey we find: 

1. That we haven’t see any authoritative reports which would lead 
us to believe there is not enough housing for this segment of our 
population. 

2. That older people are already the ones which occupy a good deal 
of our rental housing. 

3. That young people with children generally vacate rentals as new 
houses are built, thereby furnish additional suites for the elderly. 

4. That older people are preferred tenants. (If there is any prob- 
lem, it is for the young married people with children. ) 

5. That there is plenty of rental housing available at prices cheaper 
than anything which can be built today. 

6. That 90 percent financing won’t reduce the cost of rentals or 
help the old people in any way. It is merely another “sympathetic 
handle” used to sanction more liberal and resulting unsound financing. 

7. That elderly people retired or about to retire on pensions or 
social security would a financially unable to occupy these “special 
housing” built at today’s costs. 

8. Healthy elderly people never did and do not now need specially 
designed housing subject to minor changes which may or may not be 
desirable. 

9. The suggested specifications for so-called elderly requirements 
are minor changes requiring little additional money and no additional 
financial or mortgage revision. 

We believe these amendments, though well meant, have not been 
properly thought out. We believe nothing constructive is to be gained 
by their adoption. Contrariwise, it will permit unsound economic 
practices to the ultimate detriment of our largest national asset—our 
housing. We recommend these amendments not be adopted. 

Public housing and the elderly : This year—as every year—we have 
the usual additional request for more public housing. Apparently 
this is a habit for in recent years little or no unbiased or impartial 
evidence has been presented of additional need for public housing units 
for the needy. 

If the need really exists statistics should show it. Nor do we believe 
it enough to show that a certain number of families are earning below 
X dollars per year. Fortunately, low earnings are not in themselves 
an indication of “the poor and the indigent”. As a matter of fact, 
this type of testimony should make public housing officials retire in 
confusion for it poses two most embarrassing questions : 

1. Why are so many middle-income families permitted to live in 
public housing if there are honestly so many low income families that 
should be having this shelter ? 

2. Why are public housing officials continually introducing and 
backing laws to permit higher income families to live in public housing 
when they say there are many more low income families than they 
can possibly take care of ? 
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Forty percent of our Pen is already eligible for public hous- 
ing on an income basis. Certainly this activity would indicate either 
one of two things: 

One, that there are more than enough units to take care of the low 
income needy. If this is true, then their continual asking for higher 
income sligihility for public housing is espousing an ideology which 
is not in keeping with the free enterprise system. 

This association has been against public housing because : 

1. We believe it economically unsound and contrary to the free enter- 
prise system except for limited use. 

2. We do not believe most public housing reaches those needy and 
indigent people for which it was meant. 

3. Encourages parasites and cheating at the expense of the rest of the 
population. 

4. Is used for political purposes both as bait for the voter and sub- 
sidized housing for the political workers. 

5. Saps the vitality of our people and encourages progressive steps 
toward eventual socialism. 

This association has further stated on several occasions that if the 
country must be saddled with public housing, the least we can do is 
pass laws which will restrict the use of public housing so as to prevent 
some of the abuses that have existed. Apparently there has been 
little interest in putting these safeguards into effect. The demands 
for public housing can be never ending unless it is restricted to the 
needy and the poor. 

We have always said that one of the troubles with public housing— 
or free public anything—is that there is always the tendency to con- 
tinue to increase the number of people benefiting from such a handout. 
This is especially true if it is offered as a vote-catching benefit. New 
reasons can always be found why these benefits should be extended, 
and unfortunately many of these, properly dressed up, sound plausible 
at the moment. 

At its inception, the reasons and purposes given for the construction 
of public housing was to give subsidized housing to “the poor and 
the needy.” Under various pressures these benefits have become avail- 
able to more and more people until 40 percent of our population is 
eligible for public housing on an income basis. In some public hous- 
ing, financial eligibility extends to people earning as much as $5,000 
per year. These are not “the poor and the needy.” This sum is far 
higher than our national average earnings. It is untenable that peo- 
ple earning this sum can and do live in public housing. 

This year we are again asked to increase the number of people who 
may enjoy the benefits of public subsidized public housing. This year 
old age is used as a sympathetic appeal not only to increase subsidized 
public housing availability but to increase by 30 percent the amount 
of money available for the construction of each of these units. 

Just why public housing units designed specifically for elderly fami- 
lies should cost 30 percent more than the average public housing unit 
is hard to understand. If these are to be old people’s homes they 
should be constructed under other provisions and not under public 
housing. Housing is our business and our housing experience doesn’t 
indicate the need for special construction or special housing for the 
average healthy elderly adult. Our experience has been that the aver- 
age elderly adult is the first to insist that he is able to live under nor- 
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mal conditions without special care. It seems to us that this is merely 
a sympathetic subterfuge to permit an increase in the cost of public 
housing units without any real practical or economic reason for per- 
mitting this increase. 

We have already commented on the minor changes required by the 
old-age specifications. Legislation is proposed to increase the per- 
mitted construction allowance $500 a room or $2,500 for a five-room 
suite. The few specifications or requirements mentioned need not cost 
over $300 per suite. Simple analysis will show that little if any ad- 
ditional money would be necessary for the proposed construction. 
Consequently, the provisions for the increased Benes would merely 
serve to increase the overall allowances for public housing. 

Legislation is presented before this committee to give preference to 
older persons and their immediate families in admission to public 
housing. Since the average 65-year-old would have mature children 
well able to take care of not only themselves but the elderly person, 
it is difficult to see why any preference should be given such family 
other than on economic grounds which already exist. Under this type 
of preference the children could ride in on the elderly parents’ coat- 
tails and be supported at Government expense whether they deserved 
it or not. This seems to be another of those sympathetic approaches 
with little sound reasoning to further extend eligibility to public hous- 
ing whether needed or not. 

One more request has been made based on the elderly appeal. This 
is to permit single persons 65 years of age or over to live in public 
housing. Since there are almost 7 million in this group, all subject 
to retirement, this is indeed a serious request. 

Here again we must determine whether or not the need exisj;. To 
provide living quarters for the single people in retirement would 
cost billions, their yearly maintenance hundreds of millions more 
annually. 

Historically, and by custom, single people in this age group live 
with their families, share housing, room, or board with families who 
take care of their needs. We are convinced that any unbiased survey 
will show that for the most part the needs of elderly single people are 
well taken care of. In any event, there is no good reason why the 
single person of this age group should occupy a suite of his own sub- 
sidized by other members of our population who frequently cannot 
afford the same luxury for themselves. If we have the welfare of this 
Nation at heart we must remember that our elderly population will 
grow even larger in proportion to the rest of the Mp and that 
this group will have to be maintained and supported by the rest of the 
people. We hope we can continue this equitable concept of helping 
our neighbor, but it will not permit poor economic planning or foolish 
extravagances. This we must remember above all else when we are 
planning our world of the future. This association’s survey of quar- 
ters used by this age group seems to indicate that not only are they in 
ample supply at reasonable cost but that this supply is on the increase. 

Slum anaes and urban renewal: It is our opinion that the 
workable-program requirement should be retained in the housing law. 
We believe that although this has taken somewhat longer for the pro- 
gram to get started, eventually this will result in a better and more 
lasting program based on an overall plan rather than hit-and-miss 
projects. 
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We understand that there has been some opinion that the workable- 
program requirements have hindered and burdened some of the 
smaller towns. We should reiterate that a well-conceived program 
will be better in the long run than poorly planned renewals. By the 
same token, we understand that approximately 100 communities have 
already filed approved workable programs. Many of these are smaller 
communities which we are sure are unable to afford special staffs for 
city planning. This would seem to indicate that with the proper local 
effort this requirement cannot be too much of a burden. 

We believe that every reasonable means should be given cities to 
rebuild their slum areas. Sections 220 and 221 should be tied into 
the entire program. Financing under both these sections should be 
limited to urban renewal areas. The housing units permitted under 
221 in any area should be limited to the number of slum units removed 
under the program. 

We believe that the redtape for obtaining these loans should be cut 
down as much as possible. There seems to A a lack of understanding 
by FHA officials in certain quarters that mortgages granted under 
these sections are of a completely different stripe and are insured out 
of a different fund than class A housing under the Housing Act of 
1954. This lack of understanding has caused considerable confusion 
so as to cause delay and discouraged many builders and promoters. 
We understand there has been some improvement but we believe this 
redtape should be cut to a minimum, the distinction between the vari- 
ous insured funds clarified and their purpose clearly set forth. 

We do not concur with many of the amendments supporting various 
types of legislation granting liberal construction money to nonprofit 
groups. Presumably this would be loaned at advantageous rates 
to groups which would operate rental housing on a nonprofit basis. 

There could be only one result in the event of such legislation. Pri- 
vate industry would be unable to compete with this type of construc- 
tion and it would mean the ultimate ruin of rental housing in this 
country. This in turn would do much to wipe out a large portion of 
the American middle class. It would deflate the value of all private 
housing. There would be little point to home ownership if you could 
rent housing more cheaply from public housing or nonprofit operators. 

One of the amendments before this committee even suggests that 
over-income people be permitted to live in public housing if they pay 
20 percent of their income as rent. In our opinion, this is pure and 
undiluted socialism. The very same method is used in Communist 
Russia although the percentage may not be the same. 

Conclusion: Urban renewal is one of the great internal problems of 
our metropolitan areas. Slums and substandard areas are leaving 
their mark on our American social structure. Were it not for our 
international problems certainly these debilitating forces would have 
received great prominence and attention in the last few years. 

We believe every effort should be made to cure this cancer existing in 
the hearts of the large cities of our country. We believe that this can 
best be done by coordinating as much as possible such portions of the 
housing bill as are established to help cure, correct, or prevent this 
problem. : 

We believe that Congress should recognize that housing or even 
rental housing represents the single greatest dollar asset of this coun- 
try. We believe that many of these oversympathetic approaches 
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should be recognized for what they are—a circumvention of sound 
economics and the promotion of crackpot theories. 

We believe if there is sympathy to be shown it must be to all classes 
and groups. We must sympathize not only with the man in need but 
equally with the man who has had the courage to invest in his country 
through his own blood, sweat, and tears. If we are to help the poor or 
improvident, we cannot at the same time ruin the thrifty who will 
have to support these improvident. In short, we cannot kill the hen 
that lays the golden egg. 

We believe of equally great importance to our Nation is the restric- 
tion of the use of public housing to those of our people unfortunate 
enough to be unable to support themselves. Just as there must be 
room for charity as well as a chance under our economic system there 
can be none for Socialist or communal practices. When we permit 
earnings in public subsidized housing equal to that which 40 percent 
or more of our population is earning we are accepting just such an 
economic ideology. On a purely economic basis millions of families 
are eligible for public subsidy through public housing, millions more 
ure committed to pay for their support. The half of our population 
never could—and never should—support the other half of our popula- 
tion. Consequently, subsidized housing must be available only to our 
lowest and needy economic group. Anything else would be intoler- 
able to the very foundation and economic structure of our society, any- 
thing else will break down the moral fiber of supporters and supported 
alike, anything else, in short, would break down our entire economic 
system. 





INDUSTRY RECOMMENDATIONS FOR THE RAINS COMMITTEE AMENDMENTS— 
SECTION 207, LIBERALIZATION OF LOANS 


The consensus of opinion of the rental housing industry is that not 
much is to be gained by liberalizing the provisions of section 207 except 
to encourage uneconomic construction at the expense of the Govern- 
ment. The reason more rental housing is not being built is not because 
the present provisions of the Housing Act aren’t liberal enough but 
because the demand for this type of housing at today’s cost is not 
strong enough to permit builders to hazard their own money on the 
project. 

Rental housing constructed today at today’s prices must of necessity 
be high-cost housing. A brief look at apartments for rent in the news- 
papers of our large cities will quickly prove our point that there is no 
scarcity of rental housing in the higher priced brackets. 

As I came in this morning, I happened to buy the Washington paper, 
the Washington Post and Times Herald of today, and added up the 
for-rent advertisements and rent wanted advertisements. Altogether 
there are 269 advertisements of apartments for rent, most of them at 
fairly nominal prices, and only 2 advertisements wanting places to 
rent. 

This situation exists throughout the country and can be found in 
most of the large cities in the country. As long as I am discussing 
the Washington situation, I would also like to say that the rentals of- 
fered are in the medium-price class. I would like to name just a few 
of them : $63.25 per month, $71 per month, $73.50 per month, $75 per 
month, $65 per month, $62.50 per month—we find these prices through- 
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out the entire paper; most of the rentals offered were at very reasonable 
prices, considering the purchasing power of today’s dollar. 

We want to go on record that, in our opinion, permitting loans up to 
90 percent of value will permit speculative builders to build housing at 
the expense of the Government whether the market demands it or not. 
Loans up to 90 percent of value will permit profits to every builder 
whether such construction is legitimate or not. But of greatest im- 
portance is the fact that the greatest damage will be caused to our 
already existing housing including the 18 million rental housing units 
scattered throughout the country. 

In our estimation the present loan ceilings are ample for the con- 
struction of rental housing required for the housing of our population. 
We must recognize that more and more our rental housing will be a 
stopgap leading to ultimate homeownership. Homes can now be pur- 
chased with small or no downpayments and the balance payable like 
rent. Under ordinary circumstances the average family will prefer 
to purchase rather than rent. This is one of the outstanding reasons 
why we need less rental housing than we did previously. In our opin- 
ion, this trend will continue for some time. 

We do not believe that the provision for an additional $1,000 per 
room in high-cost areas is either necessary or desirable. A five-room 
apartment built at this ceiling on a 30-year loan basis would have to 
rent for a minimum of $225 per month. We have already said that 
apartments in the higher priced brackets definitely are not hard to find. 
And I believe that we have seen that from the advertisements in the 
Washington paper that I read a minute ago. 

I think we can agree that $225 per month is not only high-priced 
but in the luxury class. Not only is there no scarcity of this type of 
housing but at this price it cannot compete effectively with housing 
purchased with a small downpayment at 30-year mortgage financing. 

We do not believe that this provision for an additional $1,000 per 
room is necessary for another simple reason—because apartments 
can be built for much less even in the high-priced areas. As proof 
let us use the situation in Cleveland, Ohio, as an example of what 
can be done. I am familiar with Cleveland prices and costs because 
that is my hometown. 

Under a recent FHA survey Cleveland received the dubious dis- 
tinction of being called the highest cost construction city in the coun- 
try. It should, therefore, be obvious that if construction is feasible 
at a certain cost in Cleveland it should be possible in all high-cost 
areas in the country. 

PERC (Private Enterprise Redevelopment Corp.), a Cleveland 
ee corporation, recently obtained a commitment from FHA dated 

‘ebruary 20, 1956, whose number is 042-32001 which indicates that 
it will construct housing at a cost of less than $2,000 per room. This 
is considerably under the $2,400 per room now permitted under the 
$2,000 loan ceiling and drastically below the $3,575 per room per- 
mitted under the proposed legislation. If we can build at this cost 
in Cleveland, it is capable of being done any place in the country. 

Cleveland is also about to start its Garden Valley development of 
224 housing units. Ground is to be broken at the end of this month. 
This too is being constructed at an approximate cost of $2,000 per 
room. This is a further indication that housing can be built at pres- 
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ent price ceilings even in the highest cost construction area in the 
country. 

We would also like to suggest that the excessively high ceiling 
proposed would not only encourage all sorts of uneconomic construc- 
tion but would permit private arrangements for unconscionable 
profits. It seems to us that if for no other reason, our past experience 
with this sort of financing and promotional effort would prevent 
us from making any changes in our present provisions for section 
207—especially since there is no need for this high-rent housing. 


OUR SUGGESTIONS FOR SECTION 221 NO DOWNPAYMENT ON RELOCATION 
HOUSING 


Turning over property to citizens at no downpayment is essentially 
the practice of socialism for it is an act which private enterprise 
would not and could not condone. It also should be obvious that the 
more no downpayment is resorted to the more it undermines the value 
of every existing equity in property. In this event you do not have 
to worry about the purchase price—only the payments. In the long 
run property with an equity could be a drug on the market because 
it could not compete with no-downpayment property. 

If the gentleman of this committee feel that this is a farfetched 
argument, I would like to remind the committee that we have already 
had this problem exist in the former financial differential between 
new and used housing in mortgages. It was sufficiently serious that 
Congress was forced to increase the financing permissible for old 
houses in order to close the gap. The same thing will result in having 
no-downpayment housing. 

We wish to go on record advising that this 100 percent financing 
be not adopted. We think the dangers involved far outweigh the 
possible benefits. A 5-percent downpayment is very modest indeed. 
It can be obtained in one way or another and we think it of utmost 
importance for good maintenance as well as good citizenship that the 
owner have his own stake in his property. Otherwise it is something 
to be disregarded as readily as it is accepted—otherwise he is sure his 
benign government will give him another when it is good and dirty or 
when he is ready to move. 

Now a word about housing for elderly persons. Much has been said 
about Government competing with private industry. ‘The provisions 
for cheap money (314 percent) for housing for the elderly could do 
only one thing—in the long run it would of necessity drive all pri- 
vately owned rental property off the market and bankrupt its owners. 
It should be pretty obvious that the private operator of rental prop- 
erty could not compete for several good reasons: 

1. Because a private operator paying 414 to 6 percent for mortgage 
money cannot compete against a similar operation paying only 344 
percent for mortgage money. 

2. Because the private operator having to live on his income cannot 
compete against a nonprofit organization. 

3. Because nonprofit housing for the elderly would take away his 
best, his most permanent, and most valued customer. 

I think we must decide here and now whether we will live under the 
private-enterprise system. If we do, we cannot permit ourselves to 
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undermine this system for temporary gain whether it be social or 
political. <9 . : 

Turning now fo title IV, section 402, relaxation of FHA sections 
220 and 221. An amendment is offered to relax sections 220 and 221 
to permit a temporary waiver of the workable program requirements. 
There might have been sound reason for this sort of waiver when the 
law first went into effect. We wish to point out, however, that this law 
has been in effect for almost 2 years and that approximately a hun- 
dred metropolitan areas have been able to comply with this require- 
ment. 

It seems to us that with a waiver of the requirement for a workable 
program, the whole urban renewal program is being endangered. 
Once the process under waiver would be started in a community the 
political pressures for its continuance would be insurmountable 
whether the community would have a workable program or not. There 
is the added danger of making this waiver a matter of arbitrary judg- 
ment which might continue indefinitely. 

We also advise against this amendment because fundamentally the 
success of the entire urban renewal program is based on: 

1. Renovizing as large a part of our present substandard housing 
as can be saved. 

2. Prevent the further spread of blight and slums. 

It is generally agreed that unless this is done blight will spread 
faster than new housing can be built to replace it. This new ap- 
proach would be of little help in solving any problem whatsoever and 
could open all sorts of possibilities for evasion—or circumvention— 
or absolute nullification of a good and constructive program. 

Now a word on title V and public housing for the elderly at higher 
cost. One of the amendments presented to this committee suggests 
that housing be built designed specifically for the elderly and that 
this would require a permissible increase in costs of $500 per room. 
This presents two question for our consideration : 

1. Is special housing specifically required for the elderly ? 

2. Would the improvements or changes in such housing require 
an appreciable increase in the cost per room? $500 per room is ap- 
proximately a 30-percent increase in total cost. 

Most dwellings of the multiple-unit type are to a large extent al- 
ready designed for the use of elderly people who are not only its 
best but by far its largest group of customers. With the possible 
exception of New York—and perhaps Chicago—most families with 
children generally live in single or two family homes with yard 
space. It is only when the children have grown up and left, that the 
average family considers living in an apartment. You can be sure 
that the average apartment-house builder and operator is more than 
cognizant of the fact that his largest group of customers will come 
from middle aged or elderly people. The committee may also be 
sure that should especially designed dwellings be generally required 
for or requested by these good customers, our American private enter- 
prise would have furnished this long ago. 

Let us assume, however, that ramps, hand bars in bathrooms, lower 
kitchen cabinets, and the few other minor suggestions for elderly 
housing are desirable even though not necessary features of this hous- 
ing. Frankly, outside of the ramps, some of this is already being done. 
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Now let us consider whether this would increase the cost of construc- 
ting a 4-room dwelling unit $2,500. 

Hand bars in bathrooms on all 4 walls would cost not over $100. 
The lower kitchen cabinets would cost little or nothing extra. As a 
matter of fact, most modern kitchen cabinets are hung below ceiling 
level for easy access. A walking ramp costs more than a stairway but 
isn’t exhorbitant. This could amount to no more than $1,500, to be 
divided among each of the multiple apartments located in the build- 
ing. Fund: ament: ully, this need not be a requirement since most con- 
struction of this kind is of the garden-type variety of 2 stories 
8 to 16 suites to the building. 

Now, let us rec apitulate our extra costs: Hand bars for bathroom, 
$100; ramp (divided 8 ways), $200 (approximately) ; total per suite, 
$300. 

We wish to state for the record that if we accept all the suggestions 
made for and to improve housing to be designed for elderly people 
our total additional construction costs would not approximate more 
than $300 per suite. This is far less than the $2,500 per average 
suite or $500 per room increase as permitted by this legislation. In 
our opinion, this large increase is completely unnecessary. We do not 
know whether this is suggested as a sympathetic means of circum- 
venting the present ceilings of the housing bill for public housing 
but it certainly has no basis in the actual cost of the improvements 
suggested. 

We want to say for the record that much of this legislation being 
considered by this committee is a temporary palliative to some of our 
existing problems. It is not only unwise but exceedingly dangerous 
to the entire Nation. We are in the throes of a great dilemma caused 
by our agricultural problem. This is a national tragedy whose prac- 
tical solution can be found by no one—yet we are endangering the value 
of every home in the Nation by encouraging the same sort of emotional 
and unsound uneconomic approach to our housing as we did to our 
farm problem. 

By promoting unsound mortgaging policies, we are in fact support- 
ing the construction industry as surely as we supported the prices of 
farm products. The same things will happen to the values of our homes 
as happened to the values of agricultural products. 

We want to say for the record that the tragic situation in agriculture 
will be as child’s play compared to the problems and the tragedy that 

can be caused by the overproduction of housing. The unfortunate part 
of this possible tragedy is that it will not be a problem that exists but 
that will have been created by unwise legislation and a lack of proper 

foresight by the people who have the destiny of the country in their 
he ands, For the record we w ish to state again that these unsound mort- 
gaging practices and increasing allowances for construction are tanta- 
mount to subsidizing construction activity in the country and can have 
no other result than one similar to but far worse than the tremendous 
problems found in the agricultural industry. You are dealing with 
the property, the homes, the savings of the 33 million owners of hous- 
ing. That fact alone should encourage a conservative course and a 
cautious approach to this problem. 

Now, I would like to say 1 or 2 things on our present rehabilitation 
program. 





548 HOUSING ACT OF 1956 


Our industry is very much worried about the way our rehabilitation 
program is proceeding. 

Title I was incorporated in 1949 for the express purpose of rehabili- 
tating our present housing. In our wisdom we thought that if we 
afforded people sufficient money to rehabilitate their houses, that this 
was all that was necessary to start a wave of home renovizing. That 
is rather typical of us as a people. After 7 years we have discovered 
that other things are necessary in order to make this program of 
neighborhood rehabilitation work. 

In my various travels throughout the country, I have been impressed 
both by the reports given me and by what I was able tosee. This indi- 
cated that people were making an effort to modernize their homes. I 
realized that a great many people were trying to rehabilitate their 
property with the funds obtainable under FHA, title I, but that most 
of this money was wasted. Actually there were two other steps that 
were necessary in order to make this program completely effective and 
successful. Yes, we need money, and we also need to sell the program, 
but those are not the hardest of the problems. The most important 
part is to teach our people what and how to do the modernizing and 
the beautifying of their homes. 

It is very easy to suggest that a person can borrow $2,500 under FHA 
title I and proceed to rehabilitate his property. But unfortunately 
most people—and especially those people for whom the program is 
designed—do not know how to do this. I have some pictures here of 
attempted rehabilitations. Then we have drawn pictures of what 
should have been done with the property, and the committee can readily 
see that a great deal of money is wasted because of the fact that people 
do not know what to do. 

Here is a piece of property in Cleveland, where approximately 
$1,800 was spent. The rehabilitation that the owner effected was to 
cover this reasonably good framehouse with brick siding. This is 
very expensive, and after 3 years this picture was taken, and I believe 
that this picture represents that the property actually was in worse 
condition after the attempted rehabilitation than previously. 

Mr. Muwma. Is that destroyed at the bottom? What is the princi- 
pal damage? 

Mr. DuLavrence. No; it is just snow. 

Mr. Mumma. I meant that. 

Mr. DuLaurence. No; that is not destroyed. 

Now, this is a picture of the same piece of property indicating 
what could be done if people knew what to do, or were advised —— 

Mr. Mumma. At how much cost? 

Mr. DuLavrence. There are two lessons to learn from this. In the 
first place they did not know how to rehabilitate. And in the second 
place, if they did know how to do it they could have done it for much 
less money. This cost approximately $1,800 to do it. And this would 
cost them approximately $500 to do. 

Now, the construction industry has recognized that this problem 
exists, by forming, approximately a year or so ago, Operation Demon- 
strate. We believe that that is a step in the right direction, but that 
actually it is not going far enough, and that we have to lead these 
people and show them, individually, what they can do with their 
pieces of property in order to properly rehabilitate them. 
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Here is another piece of property that was rehabilitated at a cost 
of approximately $900. And you can see what a poor job it was. It 
has not been on long enough to get very dirty. It will get a lot dirtier 
before it is through. 

This is the same piece of property which could have been rehabili- 
tated for approximately one-half that amount of money and you come 
up with a very nice, desirable home. There, again, the money was 
wasted, because people did not know what to do. 

Mr. Mumma. What is the surface of that? 

Mr. DuLavurence. This is paint. 

Mr. Mumma. Over what? Siding? 

Mr. DcLavrence. No; the first one is siding. We have recon- 
structed this house as it should have been done, over the siding. The 
first is brick siding, and the second, wood siding. The house was 
originally wood siding and was covered with imitation brick siding. 

Mr. Mumma. You have awfully low costs for that nice work. 

Mr. DoLaurence. Well, all that actually was done here was to 
point the house, and it is a little house. 

Mr. Mumma. Are there new window frames in it? 

Mr. DuLavrence. No; these are shutters. 

Mr. Mumma. On the old frame? 

Mr. DuLavrence. On the old frames, yes. 

We have taken the position that anybody can spend $5,000, $6,000, 
or $7,000 on remodeling a house. One of the problems is that it has 
to be remodeled at reasonable figures, because essentially the people 
that are going to do this sort of work are in the low-income brackets, 
and they have to have remodeling methods which conform to their 
pocketbooks. 

Here is the same sort of situation with a two-family house, and a 
remodeling job on it. This is the most expensive job because of the 
ironwork, and would cost approximately $7,000 to do. 

Now, our suggestion is that, as part of the program, some means 
would be established requiring the use of architects or architectural 
help when the exterior of a building is being remodeled or renovized. 
This can be done in several ways. It can be done by having the city 
itself establish an architectural department which will help the people 
in their renovizing jobs. This is not at all unusual. As a matter of 
fact, we have that kind of a department in the city of Shaker Heights, 
which is a suburb of Cleveland. No one can build homes in the city 
of Shaker Heights or do any remodeling or any renovizing without 
first obtaining permission from the architectural board. 

Mr. Mumma. There is a great difference in the class of properties 
you are talking about. 

Mr. DuLavurence. Yes, but the fundamental problem is the same. 
The problem is fundamentally the same, whether you are doing it on 
a $50,000 property or a $10,000 property, or even a $5,000 property. 

We are in the hopes that this year this committee will see that after 
7 years we really have not accomplished too much under FHA title 
L, and we are in the hopes that this committee will see that it is be- 
cause the people do not know what to do with the money. As I have 
said previously, thousands, hundreds of thousands of people have re- 
modeled in the way these pictures indicate, but that is not the real 
solution. The solution is to remodel properly, at a reasonable cost, 
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and have something desirable when you get through. I think the 
only way to do it is to make that a part of the entire program. 

Thank you very much. 

The Cuatrman. Mr. Brown. 

Mr. Brown. Did I understand you to say that there were many 
vacant houses here now ¢ 

Mr. DuLavrence. Well, that is what the Washington Post and 
Times Herald indicates. There are approximately 269 advertise- 
ments as against 2 “wanted.” 

Mr. Brown. Do you think that situation exists all over the United 
States ? 

Mr. DuLaurence. Yes, that situation exists in many places 
throughout the country. Of course, there is a variation. Our situ- 
ation in Cleveland is fairly tight. 

Mr. Brown. Does that indicate we are building too many houses? 

Mr. DuLavurence. Not yet, but it does indicate a trend. 

Mr. Brown. That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions? If not, you may 
stand aside. 

We are glad to have your views, Mr. DuLaurence. 

Mr. DuLavurence. Thank you very much, Mr. Chairman. 

The CuarrMan. Call the next witness, Mr. Clerk. 

The Cierxk. Mr. Chairman, the next witness is Mr. P. S. Knox, Jr., 
on behalf of the Prefabricated Home Manufacturers’ Institute. 

Mr. Brown (presiding). Come around, Mr. Knox. 

I want to say that Mr. Knox is one of my very best friends. He is 
president of the Knox Corp. of Thomson, Ga., and also president of the 
Prefabricated Home Manufacturers’ Institute. 

Mr. Knox builds something like 3,000 prefabricated houses annually 
in that section of the country. He is a good businessman and gives 
general satisfaction to the people who purchase his homes. 

We are delighted to have Mr. Knox with us. 

Mr. Knox. Thank you very much. 

Mr. Rarns. Mr. Chairman, does he appreciate the fact that he has 
one of the best Congressmen in the whole South to represent him ? 

Mr. Knox. I am completely sold on that idea, Mr. Rains, and it is a 
pleasure to have this opportunity to appear before the committee, and 
[ appreciate particularly Mr. Brown having given us the opportunity 
to make this appearance. 


STATEMENT OF P. S. KNOX, JR., ON BEHALF OF THE PREFABRI- 
CATED HOME MANUFACTURERS’ INSTITUTE 


Mr. Knox. As he said, my name is Pete Knox, and I am president of 
the Knox Corp., Thomson, Ga. 

I am chairman of the legislative committee of the Prefabricated 
Home Manufacturers’ Institute. 

In addition to myself, this committee is comprised of Thornton E. 
Stokes, president, Lumber Fabricators, Inc., Fort Payne, Ala.; J. M. 
Daiger, vice president, American Houses Inc., New York, N. Y.; and 
one nk P. Flynn, Jr., vice president, National Homes Corp., Lafayette, 
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In connection with the proposed housing amendments of 1956, the 
Prefabricated Home Manufacturers’ Institute asks your consideration 
of the following suggestions: 

1. That the provisions of FHA section 203 (i), with their relaxed 
requirements relating both to street and utility improvements and to 
housing specifications, be made applicable to FHA section 221, and 
that provision be made for FHA insurance of street and utility instal- 
lations. 

Mr. Ratns. If you will let me interrupt, I would like to state that 
Mr. Stokes, is one of my constituents. 

Mr. Knox. Yes, sir; and a very valuable man, too. 

In connection with the proposed housing amendments of 1956, the 
Prefabricated Home Manufacturers’ Institute asks your consideration 
of the following suggestions: 

1. That the provisions of FHA section 203 (i), with their relaxed 
requirements relating both to street and utility improvements and to 
housing specifications, be made applicable to FHA section 221, and 
that provision be made for FHA insurance of street and utility instal- 
lations. 

1 would like to say that one of the biggest deterrents in our opinion 
to the construction of large volume, low-cost housing projects is the 
lack of improved subdivisions, on which these houses could be located, 
and that FHA insurance of utility and subdivision improvements 
would in our opinion contribute more toward providing a good basis 
for low-cost housing construction than almost anything we know of. 

2. That maximum valuations be progressive with the size or number 
of rooms in the housing units provided rather than selecting an arbi- 
trary maximum that would be applicable to all sizes of units. An 
$8,000 maximum valuation limit is obviously too low for the larger 
units. A minimum of $8,000 for a one-bedroom house with progressive 
additions of $1,000 for each additional room would appear workable, 
resulting in valuations subject to loan formulas as follows: 1-bedroom 
units, $8,000; 2-bedroom units, $9,000; 3-bedroom units, $10,000; 
4-bedroom units, $11,000; with an average of $10,000 for all units in 
a particular subdivision. 

In this connection, I would like to invite your attention to the fact 
that many of the low-income families of the country are typically 
large-size families, and unless some provisions are made for trying 
to keep from putting a family with 5 or 6 children in a 2-bedroom 
house, we think that progressive limits should be provided so as to 
give a higher loan amount for a larger size house. 

3. That the relatively low ratios in FHA section 221 have probably 
been the greatest single deterrent to interest in this program on the 
part of private builders. 

FHA section 903 provides a loan-to-value ratio, 90 percent, sufti- 

ciently high to attract substantial interest on the part of builders. 
Ilowever, in still lower-cost housing it is more difficult to maintain 
the same relationship of cost-to-value than in medium-to-higher 
priced housing construction. 
_ A ratio of loan based at 92 percent of FHA’s estimated value would 
In our opinion be required to attract substantial interest on the part 
of operative builders. We therefore suggest that loan-to-value ratios 
be established at 98 percent of FHA estimates of value for owner- 
occupants and 92 percent for operative builders. 
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4. That since so many families requiring low-cost housing are in 
the low-income brackets it is necessary to extend the term of mortgage 
loans for a period that would reduce monthly installments sufficiently 
so that housing for this group could be provided at a value of at least 
three times the annual income of such families insead of the customary 
agen maximum of 21% times annual income. Otherwise, the very 

igh percentage of those in this category needing housing most, those 
with incomes of $2,500 to $3,500 annually, will not become eligible 
credit wise. 

5. That some control be exercised on the number and location of 
units eligible for the liberal financing proposed. The backgrounds 
of the FHA “programing principle” employed under the expired 
FHA sections 603 and 903 for defense housing needs, and the “work- 
able progress” principle now in effect with respect to slum clearance 
and urban renewal, including FHA section 221, established workable 
precedents for such determination. 

It is desirable that the inducements for providing low-cost housing 
be coupled with plans for slum eradication and urban renewal. How- 
ever, the present “workable program” principles should be simplified 
so as to make it applicable to the thousands of smaller communities 
throughout the Nation, and particularly in the South, which do not 
have appropriate building, planning and zoning departments, or 
other similar operating municipal agencies. 

6. That the low loan denominations of mortgages that would de- 
velop from such a program would make such mortgages unattractive 
to investors in comparison to those of moderate to higher-cost housing. 
The extra half percent service charge applicable to FHA 203 (i) 
mortgages would be one incentive to improve their attractiveness to 
investors. However, experience thus far with 203 (i) mortgage place- 
ment would still indicate that provisions should be established with 
FNMA for the purchase of FHA 221 mortgages on a par basis. Even 
though FNMA is authorized te issue advance purchase commitments 
for FHA section 221 mortgages at the present time, its authority to do 
so is at a discount. 

All of the previous comments that I have made have been relative 
to the low-cost housing section, primarily that part of it contained in 
FHA section 221. 

Next, with respect to military housing: 

7. That, with respect to FHA section 803, having to do with milli- 
tary housing, your committee concur in the language contained in 
S. 3855 and the accompanying report of the Senate Committee on 
Banking and Currency. That report reads in part as follows: 

Existing law is amended to require that plans and specifications prepared 
for military housing follow the principle of modular measure. This requires that 
plans be drawn so that military housing can be built by conventional construc- 
tion, site fabrication, or factory fabrication, whichever the successful bidder may 

lect. 
p This amendment was recommended by the Department of Defense to permit 
economies in design, materials, and construction. This amendment reaffirms 


the committee’s intent that builders of prefabricated homes should have equal 
consideration in bidding on these military housing projects. 


Many military housing projects are in the planning stage with com- 
plete disregard for the principle of modular design. The report of the 
Senate committee contains language that is explicit on this point. In 
view of this fact, we would urge that Capehart housing projects not 
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already under contract at the time of the passage of the housing 
amendments of 1956 be deferred in bidding in those cases where 
plans and specifications for such projects do not follow the principle 
of modular design, are not adaptable to prefabrication, and therefore 
do not provide an opportunity for competitive bidding utilizing fac- 
tory fabrication methods. 

8. That, with respect to the present situation in the mortgage mar- 
ket, it seems to us imperative that FNMA be voted much broader 
authority than it now has to make advance commitments on all types 
of FHA-insured and V A-guaranteed mortgages and in a manner that 
will give realistic support to the mortgage market. 

To do this, of course, the funds authorized and appropriated for 
FNMA would have to be substantially increased. 

9. That FNMA be given authority to purchase, on a par basis— 
selected types of home mortgages for segments of the national population that are 
unable to obtain adequate housing— 
such as minority housing and housing for elderly people. The lack 
of a dependable market for mortgages in these categories has largely 
eliminated any construction of housing for these special segments of 
the population. 

10. That your committee provide legislation authorizing FHA to 
insure loans for subdivision development and for street and utility 
installations. Our observation is that one of the urgent needs for the 
future of housing is financing facilities for better-planned community 
or subdivision programs. Without such financing, residential devel- 
opment will be seriously retarded. 

11. That the provision for research as included in the report of the 
Senate Committee on Banking and Currency be retained. We believe 
the Government can provide more assistance to its citizens and a major 
segment of the American economy with an expansion of technical re- 
search that would result in improving the quality and reducing the 
cost of housing. 

Mr. Brown. Does the type of low-cost housing you are building 
now help to reduce the necessity for public housing ¢ 

Mr. Knox. It is our belief that if we as private industry operators 
are given the proper facilities with which to build low-cost housing 
ourselves, that we can go a very long way towards meeting the needs 
for low-cost housing that otherwise probably would have to be met 
by public housing. 

Mr. Brown. I would like you to discuss the rate of interest that you 
have to pay now. 

Mr. Knox. Housing mortgages, both FHA insured and VA- 
guaranteed, are moving in what we call the mortgage part today in 
our section of the country at prices as low as 93 to 94, 95 cents on the 
dollar, which in effect means that builders who are building houses, 
instead of being paid in hundred cents dollars are being paid in dis- 
counted dollars to that extent, and it is causing many builders to 
abandon building programs for the simple reason that their profit 
margin is not broad enough to permit the absorption of discounts of 
that size. 

In other cases, particularly in minority housing in our part of the 
country, most investors have no interest in minority housing mort- 
gages at any price, and consequently that group of our population is 
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denied substantially the opportunity of having a house built for them 
for the simple reason that a builder knows that he can’t place the 
mortgage at any price at all. Consequently, he doesn’t enter into any 
construction in that particular category. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. I am interested in that discount, primarily. The 
average on FNMA discounts now is about 5 percent. If you reduce 
that, for minority groups especially, you get up pretty close to the 
point where FNMA will become the primary market. 

Mr. Knox. Well, we think* FNMA should be under present circum- 
stances at least the primary market for the simple reason that to us it 
represents the sole market for minority type housing, sir. 

Mr. Woxtcorr. What do you mean by “minority housing” ? 

Mr. Knox. Housing for colored people. That is the educated de- 
scriptive term for what we down in Georgia used to call “niggers.” 

Mr. Woxtcorr. Do you mean if I happen to be of dark skin, I can get 
a hundred cents on every mortgage dollar I bring FNMA, whereas, if I 
am of white skin, I can only get 95 cents? 

I think that is discrimination in this field. 

Under the formula proposed in your statement, as I figure it out, 
that would necessitate a down payment of only $220 on a four-bedroom 
unit, is that right? 

Mr. Knox. Yes, sir; but it would be a down payment, sir. 

Mr. Wo corr. On $11,000, $220 is a pretty small down payment, 
isn’t it? 

Mr. Kwox. Yes, sir; that is quite correct. But $220 to a lot of 
people in the low-income category is equivalent to $2,200 to many 
people in high-income brackets. 

Mr. Wotcorr. Well, low-income people have an income of $2,500 
to $3,500 annually. How much would you expect them to pay menthly 
for these houses, with a $220 down payment on $11,000? What would 
that make the amortization ¢ 

Mr. Kwox. Generally speaking, the monthly payments would be in 
the approximate neighborhood of 1 week’s gross income, or possibly 
as low, under these longer terms, as 20 percent of their monthly 
income. 

Mr. Worcorr. On an income of $2,500, could you amortize it at less 
than 40 years with any expectation that the property would ever be 
owned by the purchaser ? 

Mr. Knox. Iam sorry, I didn’t follow you, sir. 

Mr. Worcorr. If a person has an income of $2,500, he pays a down 
payment of $220, and he amortizes that on the basis of a weekly income, 
how long does it take him to get that property paid for? 

Mr. Knox. Forty years. That is what we propose. But their equity 
would be increasing and accumulating with each passing month. 

Mr. Worcorr. How much at the beginning ? 

Mr. Kwox. The amount of principal reduction would be nominal at 
the outset, because it would be 480 installments, and a rather heavy 
percentage would go to interest payments in the early years. 

Mr. Wotcorr. Can you tell us what is meant by “modular” con- 
struction ? 

Mr. Knox. The use of standardized measurements in the determin- 
ing of room sizes, timbers, calculated to provide first of all standardi- 
zation, and as a result of that, the economies deriving from it. 
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Mr. Wotcorr. You might expect that that would have some bearing 
on the value of the property, 4 ye: irs from now ¢ 

Mr. Knox. No, sir; on the contrary, we think that it would tend to 
increase its value. It would tend to simplify its repair and recondi- 
tioning over a period of time in that it would make possible the use 
of standard sizes with a minimum of waste by cutting to fit special 
sizes, and the minimum of labor required to fit to speci: al sizes 

It would result in economies insofar as both the original cost t of con- 
~truction is concerned and insofar as maintenance of the construction 
over a period of time is concerned. 

Mr. Wotcorr. There could not be much individuality in the homes if 
you standarized designs on that extent ? 

Mr. Knox. Yes, sir, I don’t think you could tell the difference by 
walking into a room whether it was 11-foot-6 or 12-feet wide. 

Mr. Wotcorr. How about standing on the outside / 

Mr. Knox. We don’t advocate any exterior typeness of exterior 
design. On the contrary, I think we have demonstrated about as 
much in the way of design improvement, as far as exterior appearance 
of houses is concerned, as any group in the building business, and we 
encourage individuality in exterior design as much as possible. 

Mr. Woxcorr. I thought that our objective had always been to get 
rid of this stereotype construction. Possibly I am wrong. 

Mr. Kwox. We have gotten away from that, sir, and we think that 
the prefabricated houses that are being built today are the most attrae- 
tive houses in their price class offered to the public today, including 
as attractive designs and as much in the way of individuality as can 
be found in any type of housing. 

Mr. Wotcorr. That is all. 

Mr. Brown. Mr. Rains. 

Mr. Ratns. I have a few questions, Mr. Chairman, about this sec- 
tion 203 (1). 

Presently, under section 203 (i) in the last housing bill, we haven't 
gotten many houses built : have we / 

Mr. Knox. No, sir. 

Mr. Rains. I am informed by home builders that one of the reasons 
we haven’t been able to get the housing is that it is required that 203 
(1) houses be built in a nonurban area; is that correct / 

Mr. Knox. We find considerable variation from one State to an- 
other as to just what the requirements are. 

Mr. Rains. In other words, the FHA, so I am informed, has put 
out regulations to the effect that even though 203 (i) is supposed to 
be for nonurban communities, the minute you build more than 2 or 3, 
the regulation then says it becomes urban. Is that correct 

Mr. Knox. Yes, sir. 

Mr. Ratns. I never heard of such a defeating regulation in my life. 
If you go ahead and achieve what the act says, then the regulation 
cuts you off when you start. 

Mr. Knox. Exactly. 

Mr. Rains. In the bill which we are considering, or one of the sec- 
tions of the bill that has relation to 203 (i1)—and an effort is made to 
put it under the special assistance programs, several of which have 
been in the act for a great many years, so as to give it some support by 
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the Federal National Mortgage Association at par—do you recom- 
mend that ? 

Mr. Knox. Yes, sir. We believe that under the present circum- 
stances, and until an experienced pattern has been established, that no 
mortgage market actually exists at the present time for minority 
housing. Therefore, we think that it is the ideal type and proper type 
of mortgage to be included under the special assistance program. 

Mr. Rats. Section 203 (i) of the bill doesn’t limit it to minority 
housing alone? 

Mr. Knox. No, sir. 

Mr. Rains. I wouldn’t be interested in it if it did that, because there 
are a lot of low-income peo le who are not in the so-called minority 
groups who need aid, isn’t that correct ? 

Mr. Knox. Yes, sir. 

Mr. Rays. I note what you have to say with reference to the Senate 
report on military housing, and I judge that that report visualizes 
the building of military housing on-base by prefabricated design. Is 
that what this report really means? 

Mr. Knox. Either on the base or adjacent to the base. 

Mr. Rats. Of course, title VIII housing in this bill is all on-base 
housing as it is viewed to be under that section. 

We saw up at the Air Force base in Nebraska, at General LeMay’s 
headquarters, a great deal of this type of housing, that I think he will 
say tomorrow is the best housing he has ever had, and as a matter 
of fact, it is made out of steel. 

Do you recommend that kind of prefabricated housing to be put 
on military bases ? 

Mr. Kwox. Steel houses? 

Mr. Rarns. Yes, sir. 

Mr. Knox. I am not familiar with any that we would recommend ; 
no, sir. 

Mr. Rarns. Further, I wonder if the Senate was aware of the fact, 
Mr. Knox, that if we go into big programs of that type that we might 
get a great squawk from the labor unions of America about cutting 
them out of the program. 

Do you hear any of that in prefabricated housing ? 

Mr. Knox. No, sir. 

Mr. Rarns. That is all. 

Mr. Brown. Mr. Kilburn. 

Mr. Kirsurn. No questions. 

Mr. Brown. Mr. Barrett? 

Mr. Barretr. No questions. 

Mr. Brown. Mr. Betts. 

Mr. Betts. I suppose your corporation, Mr. Knox, is a prefabri- 
cated-home building corporation. 

Mr. Knox. Manufacturing; yes, sir. 

Mr. Berrs. What is your outlet? Do you sell to contractors, or do 
you get into the little lumber dealers? 

Mr. Knox. We sell contractors, house builders, and communities 
large and small, generally, in the Southern States, in our particular 
case. 

Other members of our prefab-home manufacturing institute cover 
the Nation very well, serving building contractors, housebuilders, and 
in some cases possibly the lumber yards, but primarily housebuilders. 





attics 









iii age: Neal 0 


SaDRrwitna elie eis Ay 




















weaken a cha Sone 


SC BIR amen 


HOUSING ACT OF 1956 557 


Mr. Berrs. The reason I ask that, I have a letter from a constituent 
back in a small town who operates a lumber yard. He said the big 
builders are moving in with prefab-home building. I don’t know 
much about it myself, because I am from a small community, too, but 
he says the day of the small lumber dealer has gone. It is just big 
business in prefab that has it all. 

Do you have any comment about that ? 

Mr. Knox. Well, we think ourselves a progressive approach and 
a more scientific approach toward meeting the need, and particularly 
so in small communities, in many of which there is no lumber supply 
yard. 

For instance, in the case of our company, we are building numerous 
numbers of houses in small communities where no building-supply 
yard exists at all, and with the note for the service that we offer the 
people in those small communities, they would have to go to places 
like Atlanta and Macon, and buy the building material and haul it to 
the small community. 

Whereas, with us, they can come and get a complete package, the 
design, the house, the materials, and everything that goes into it, on 
a far more economical basis than would be possible for them to obtain 
otherwise. 

Mr. Berrs. You have certain standards you have to live up to, I 
suppose, so far as material is concerned; is that right? 

Mr. Knox. Yes, sir; and our standards are generally much more 
rigid than in the average conventionally built house. 

Mr. Berrs. I am not saying this myself, but this constituent told 
me that that is not true. 

I am just taking what he said. He said that the prefabs that are 
built by big corporations have been of inferior grade, and that 
the small lumber dealers in small towns can produce better housing. 

Do you have anything to say about that? 

Mr. Knox. Of course, I am not familiar with the particular instance 
to which you refer. 

Mr. Betts. I know you are not; I am just asking a general question. 

Mr. Knox. Generally speaking, the quality of materials used by 
prefab house manufacturers is superior to the quality of the average 
material used by other type supply sources, and the very nature of 
our operation largely dictates that the material be superior. 

For instance, we can’t put green lumber in a wall because it will 
warp and twist before it gets to where it is going. A builder building 
by conventional methods frequently puts green lumber in a house and 
lets it dry or not dry during the construction period. 

The fact that we have to use dry lumber in the first place, the fact 
that we use a fixed grade of lumber, the fact that our houses are both 
inspected at the factory by certain code authorities, by Government 
inspecting agencies, and again inspected in the field as they are as- 
sembled, tends first of all to assure the use of good material, and an 
inspection service that protects any customer against any failure on 
the part of any manufacturer to use good material. 

In addition, the responsibility and the reputation of the manufac- 
turer and the builder is at stake, and in cases where defects would oc- 
cur, they would be jumping on the manufacturer and hurting his good- 
will in that community, and manufacturers are interested in building 
up goodwill, not in destroying it, obviously. 
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Mr. Berrs. Are you acquainted with the standards that are set up 
by the Forestry Laboratory of the Department of Agriculture as far 
as prefab construction is concerned / 

Mr. Knox. Yes, sir; it is the Bureau of Standards. 

Mr. berrs. Yes, sir. The industry follows that; is that correct? 

Mr. Knox. Yes, sir. 

Mr. Berts. Suppose a manufacturer does not, what is the penalty ? 

Mr. Knox. Well, the Bureau of Standards has a general prerequi- 
site for getting the mortgage placed, for getting the individual home- 
owner’s application contemplating the use of a prefab house—that is, 
compliance with that minimum standard is a prerequisite in most 
cases for FHA approval of the house, and for approval by an institu- 
tional investor such as a life-insurance company. 

Mr. Berts. So if the manufacturer does not live up to the standards, 
it is not approved ¢ 

Mr. Kwox. That is correct. 

Mr. Berrs. I was interested in that because of this inquiry I had 
from my constituent. I think your industry, that is, the industry 
itself, has a reputation at stake. 

Mr. Knox. Very much so, and each individual company member of 
the industry has that same stake. 

Mr. Berrs. But I don’t think it is quite a satisfactory answer to the 
small lumber builder in small communities who is being met by terrific 
competition. Is that right? 

Mr. Kwox. Yes, sir. Obviously, the small-town lumber dealer has 
a service to perform. We, on the other hand, feel that we have a 
service to perform and one that if we take full advantage of the oppor- 
tunities open to us will get larger and larger as time goes along. We 
feel that the future, in the next 10 or 15 years, will see at least half 
of all houses in the whole country built by the use of prefabrication 
methods such as we employ, and as a consequence of it, that the public 
will be receiving a better house for less money than otherwise would 
be available. 

Mr. Berrs. Are you acquainted with Lu-Re Co. ? 

Mr. Knox. Yes, sir. 

Mr. Berrs. Is that a competitor of yours? 

Mr. Knox. The Lu-Re Co. is really a system of house prefabrica- 
tion, sponsored by the National Retail Lumber Dealers Association, 
and it is really a prefabrication scheme developed by that association 
to be employed by lumber yards somewhat in utilizing the very same 
techniques which we began to use in the prefab industry 10 or 12 years 
ago. Itis really an effort on the part of retail lumber dealers to apply 
very much the same prefabrication techniques that we have tan 
applying for that period of time. 

Mr. Berrs. Thank you. 

Mr. Brown. Mr. O'Hara. 

Mr. O’Hara. Did I understand you to tell Mr. Rains that you have 
no controversy with organized labor ? 

Mr. Knox. That we have no controversy / 

Mr. O’Hara. Yes, sir. 

Mr. Knox. In our particular case; no, sir. 

Mr. O'Hara. Well, you represent 

Mr. Knox. And I know of no controversy between organized labor 
and any of our member companies. 
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Mr. O’Hara. How many member companies have you / 

Mr. Knox. Approximately 60, sir. 

Mr. O’Hara. Where are they located, in what section of the country ? 

Mr. Knox. All over the country. There is a substantial concentra- 
tion of them in the Middle West, Ohio, Indiana, Illinois, but there are 
prefabricated housing plants located all over the Nation so as to serve 
the maximum market. 

Mr. O'Hara. Are many prefabricated houses erected in the city of 
Chicago, do you know ? 

Mr. Knox. Iam not familiar with that, sir. Iam from Georgia, and 
1 am not familiar with Chicago, but I understand a considerable num- 
ber are. There are lots of them in Cook County, in the Metropolitan 
Chicago area. 

Mr. O'Hara. And is there no conflict with the building trades ? 

Mr. Knox. No, sir. 

Mr. O'Hara. I am merely seeking information. I had understood 
some few years ago that there was some controversy with the organized 
building trades. 

Mr. Kwox. There is no controversy with the organized building 
trades in our approach with which I am familiar. 

Mr. O’Hara. That is the building trades are encouraging the use 
of prefabs? 

Mr. Knox. In many instances; yes, sir. 

Mr. O’Hara. You say the cost of prefabs is lower than that ef the 
conventional home ? 

Mr. Knox. Yes, sir. 

Mr. O’Hara. How much lower? 

Mr. Kwox. I would say it would vary from as little as 5 percent lower 
to as much as 20 percent lower, depending upon several factors, par- 
ticularly the volume involved. 

Mr. O'Hara. What brings about the lower selling price of the prefab 
houses: what are the factors that enter into it? 

Mr. Knox. The far better and more economical use of materials is 
probably the greatest single factor contributing to the economies, al- 
though the much more efficient use of both labor and assembly equip- 
ment contributes also. 

Mr. O’Hara. Does the difference in the labor scale operate as 
factor? 

Mr. Knox. Difference in the labor scale? 

Mr. O'Hara. Yes, sir; in different localities of the country ? 

Mr. Knox. No, sir; I wouldn’t say that it did, particularly, as within 
a particular labor market. There would be some areas of lower labor 
costs than others, but in a given labor market I don’t think that would 
be a factor. 

Mr. O'Hara. Your company is in the State of Georgia ‘ 

Mr. Knox. Yes, sir. 

Mr. O’Hara. And you sell your prefabs in what section of the 
country ? 

Mr. Knox. In the Southeastern States. 

Mr. O'Hara. None of them is sold in Illinois? 

Mr. Knox. No, sir. 

Mr. O’Hara. Do you know whether organized labor in the building 
trades gets the same wage where your factory is located as it may get 
in Chicago ? 
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Mr. Knox. Where my factory is located as it would get in Chicago? 

I am reasonably sure that it is lower in Georgia than in Chicago. 

Mr. O’Hara. Then if houses are built in Georgia, where the wage 
scale is lower, and sold in Chicago, where the wage scale is higher, 
wouldn’t that have an adverse effect on the economy of Chicago? 

Mr. Knox. Well, a house is about an 18-ton commodity, the pre- 
fabricated portion of it. While there would be some economies in area 
labor costs in Georgia as against Chicago, there would be the extra 
cost of transporting that very heavy and very bulky commodity from 
Georgia to Chicago, which is one of the principal factors that has 
diminished our particular interest in going into the Chicago area to 
the extent that we just never have done so. 

Furthermore, we have not been able thus far to build all of the 
houses that we should build in the area where we already are operating. 

Mr. O’Hara. So that that keeps your industry pretty well local- 
ized. The expense of transportation has limited the distance to which 
you can sell ? 

Mr. Kwox. As a general practice, prefab manufacturers serve dis- 
tances 300 to 500 miles from their manufacturing point, and generally 
they don’t go beyond that distance. 

Mr. O’Hara. Are any of your member associations or companies 
located in Chicago or in New York or any of the large cities? 

Mr. Kwox. I don’t believe there are any in the metropolitan centers 
themselves. There are many in other areas that serve those centers. 

Mr. O'Hara. That is, they are in the area, but generally in smaller 
towne where the wage scale is less than that which obtains in larger 
cities ¢ 

Mr. Ratns. May I interrupt, Mr. O'Hara? 

The question I asked a moment ago was a question that came up in 
Omaha and had nothing to do with prevailing wage scales. I happen 
to know these people pay the same wage scales as in any other industry. 
The question I was asking was whether or not building and trade 
unions, as they raised up about building the Air Force Academy out 
of Colorado Springs, not being out of brick and stone and mortar. 
That was actually the question I was asking. I didn’t ever under- 
stand that there had been any difference in wage scales in your indus- 
try as against any other industry ; is that correct ? 

Mr. Knox. That is correct. 

Mr. Mumma. Mr. O’Hara, will you yield ? 

Mr. O'Hara. I yield. 

Mr. Mumma. I think the reason these houses aren’t erected in New 
York and Chicago, and places like that, is the building codes; they 
won’tallowthem. These are frame houses, aren’t they ? 

Mr. Knox. Yes, sir. 

Mr. Mumma. In Harrisburg you couldn’t build a prefab in certain 
sections of the town. Out in rural sections you may. That is the 
whole point as to why they are not building in the metropolitan 
areas. 

Would you agree with me there? 

Mr. Knox. To some extent. 

Mr. Mumma. To what extent do you disagree? 

Mr. Knox. Most of the cities, particularly the big metropolitan 
centers, within the city limits themselves, have no available land to 
build any kind of a house on. 
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Mr. Mumma. But they would not let you build a frame house any- 
how? 

Mr. Knox. Well, there are many cases—— 

Mr. Mumma. In my town of 70,000, they won’t let you build it in 
the center of the city. 

Mr. Knox. That is true, in some cases, but the number of cities 
which take that position, I am sure, is decreasing rather rapidly. 

Mr. Mumma. I wouldn’t say that. 

Mr. Knox. Well, it is in our part of the country, where I am most 
familiar with the circumstances. | 

Mr. O’Hara. I am not seeking to get into a. controversy, I am seek- 
ing information. You say there is no conflict with the organized build- 
ing trades ¢ 

Mr. Knox. No, sir. 

Mr. O’Hara. You do have trouble because of the building codes in 
some of the cities? 

Mr. Knox. Yes, sir. 

Mr. O’Hara. What is the basis for that? 

Mr. Knox. Quite frankly, most of the building codes in areas where 
we have difficulties are building codes which were written 30 or 40 
years ago, and which because of fire regulations or other factors, tend 
to require fireproof type construction, solid masonry or something of 
that type, which is not the type of building in which we are engaged. 

Mr. O’Hara. So it is the fire risk that is the roadblock, largely, is 
that it? 

Mr. Knox. Well, the question of fireproof construction, and the 
relative obsolescence, I would say, of many municipal building codes. 

Mr. O’Hara. Are you making some progress in having the building 
codes changed in some localities ? 

Mr. Kwox. Yes, sir, we are making significant progress in many 
instances with help from the Government itself, toward the establish- 
ing of uniform building codes which are based upon performance 
standards rather than material descriptions, more or less. 

Mr. O’Hara. What is the average price of a prefab house? 

Mr. Knox. They vary from a practical low of $7,000 on up to, in 
some cases, $75,000 or $80,000. The preponderance would be in the 
$11,000 to $13,000 price class, I would say. 

Mr. O’Hara. Do you see any hope in the near future of getting the 
price lower ? 

Mr. Knox. Yes, sir, as our volume increases, and as we can begin 
to apply the cost saving, and price reducing practices that we are 
already engaged in, we expect that the relative price preference or 
price saving in prefabricated houses will widen in comparison to 
houses of any other type of construction. 

Mr. O’Hara. Any chance of getting a reasonably good house as 
low as $4,000 or $5,000, by mass production methods ? 

Mr. Knox. Not and comply with the prevailing requirements of 
codes and FHA and VA minimum construction requirements, plus 
having a suitable lot on which to locate. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Mumma. 

Mr. Mumma. Isn’t it customary for these big operators to estab- 
lish a mill on their site, somewhat like yours, where they cut lumber 
to advantage ? 
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Mr. Knox. That has been done in many cases, yes, sir. That is what 
we referred to as site fabrication as against factory fabrication. 

Mr. Mumma. In other words, you design your house to take ad- 
vantage of the conventional sizes of the lumber, without wasting a 
lot, isn’t that part of it ? 

Mr. Kwox. Yes, sir, and other materials. 

Mr. Mumma. Do you find that an increasing percentage of your cus- 
tomers are the na it-yourself type? 

Mr. Knox. No, not an increasing—well, I would say it is an inereas- 
ing savcentacity but it is still a very small percentage. 

Mr. Mumma. Thank you. 

Mr. Brown. Mr. Fountain ? 

Mr. Founratn. I just want to ask 1 or 2 questions. 

Something was said about possible conflict with the building trades. 
I would like to ask you this question: How many employees does your 
company have? 

Mr. Kwox. Approximately 500. 

Mr. Founraty. They have to make a living, they have to eat, and 
they have to have a place to live in; don’t they ¢ 

Mr. Knox. That is right. 

Mr. Founratn. And they have to have it just as much as the em- 
ployees of any other kind of business. 

Mr. Knox. Yes, sir. 

Mr. Founvarn. That is all. 

Mr. Brown. Mr. McVey ? 

Mr. McVey. I should like to pursue briefly the line of reasoning 
of my colleague, Mr. O'Hara. 

It seems to me that the witness is not too well informed with regard 
to Chicago. I happen to live in metropolitan Chicago and I don’t 
believe prefab houses are being erected within the city of Chicago. 
And I live in the suburbs where thousands of homes are being con- 
structed. I don’t know of any prefab houses being constructed even 
in the suburbs. 

So I believe that your corporation is not doing much business toward 
building within metropolitan Chicago. 

I would like to ask this question: 

I think that in the case of any conflict with the labor unions, or the 
trade council, it might come over the fact that in building a prefab- 
ricated house, not as much labor is required as in building an ordinary 
house. Is that true? 

Mr. Knox. Generally, there is less labor required, but certainly the 
amount of site labor is considerably less, but there is an increased 
amount of factory labor. It is largely a question of whether the 
work is performed under the protected conditions of being inside, 
rather than exposed to wind and snow and all of the adverse con- 
ditions of open construction. As contrasted to fabricating a house 
under a roof, so to speak, protected by heat in the wintertime, and in 
many cases by ventilation and cooling in the summertime. 

Mr. McVey. Do you think the overall labor requirements are about 
the same in these cases? 

Mr. Knox. I would say there is some less labor required in pre- 
fabricating housing because of the greater use of mechanical equip- 
ment. 

Mr. McVey. That would be my impression, too. 
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Now, I want to ask this question : 

What would be the difference in the cost of an ordinary frame 
house that costs perhaps $15,000 to $19,000, and a prefabricated house 
of similar appointments? 

Mr. Knox. Generally 10 percent less. Mr. McVey, there is in our 
group a gentleman who does business in the Chicago area, Mr. Price, 
of National Homes. He could answer your questions directly as 
far as Chicago activity is concerned, 

Mr. McVey. I would be glad to know if I am wrong in my im- 
pression. 

Mr. Price. There are a lot of houses being shipped into Cook 
County, around Chicago; not into Chicago proper. The reason they 
are not shipped into Chicago is not the building code but it is the 
fire zoning. If we were designed to meet an hour fire test, then we 
could be in certain zones in ¢ Shicago proper. [ am with a company 
shipping a lot of houses into metropolitan Chicago area, places like 
Des Plains, Waukegan, Hazle Crest, Barrington, Gi ary, down around 
Hammond, Joliet, Calumet. 

Mr. McVey. I live in the vicinity of some of those towns. 

Mr. Price. And there is a large number of houses going there every 
year. I am just making a guess that that might go 6,000 to 5,000 
houses in that area a year. 

Mr. McVey. But you do not have any within the city of Chicago ¢ 

Mr. Price. Not in the city itself, because of the codes on fire, not 
because of the building code. As far as labor is concerned, we have 
not had any trouble in Chicago about labor there. Our houses have 
the union labor sign right on the panel, and the builders in the area 
use union people and we have had good cooperation. 

Mr. McVey. Thank you. 

Mr. Kwox. Also, Mr. McVey, vou can’t tell by looking at a house 
whether it is prefabricated or not. I would respectfully suggest to 
vou, sir, that you just stop at some of the best-looking houses you see 
in suburban Chicago and I expect you would find they are pre- 
fabricated houses. 

Mr. McVey. I shall do that. I may have other reasons for stop- 
ping anyway. 

Mr. O'Hara. IT ought to explain that I brought up the question not 
to start any controversy, but some years ago I made an inquiry as to 
why we didn’t have prefabs in Chicago and someone told me that the 
building trades were against it. I thought I ought to look into it. 

Mr. Brown. Mr. Multer. 

Mr. Murer. There are some prefab companies making prefab 
houses ont of poured concrete, are there not / 

Mr. Knox. Yes, sir; there has been some activity in that field. 

Mr. Nicnorson. Will you yield, Mr. Multer? 

Mr. Mutter. Surely. 

Mr. NicHotson. Mr. Chairman, when does this get around to me/ 
You are starting again now. Is this the second round? 

Mr. Brown. I always save the best for the last. 

Mr. Mutrer. Though there is not too much prefab housing in the 
large cities, I believe your industry is serving a very important fune- 
tion in the building industry in supplying housing where otherwise 
it might not be supplied. 
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You have already touched on the point of your people doing the 
work indoors to a very large extent, so that in inclement weather the 
work is going on nevertheless. In addition to that, even thou 
there may be no very great differential between prices of on-the-site 
building and the prefab building, I think you get into areas which 
otherwise would not have any building at all. 

Mr. Knox. We do, sir. 

Mr. Barrett. Will the gentleman yield? 

Mr. Mutter. Yes, sir. 

Mr. Barrerr. What is the time element involved from the start 
until the completion of one home? 

Mr. Knox. I would like to break that down into two statements: 

First of all, generally, prefabricated houses are what we call dried 
in, that is, protected from the weather, within a matter of a few hours, 
and in almost every instance, within a single working day. So that 
that house is protected from damage by rain or snow or any atmos- 
pheric conditions within the first day, usually within a matter of 
several hours after it arrives at a site. 

As far as final completion is concerned, that is a period rangin 
from 3 to 6 weeks, generally, to allow time for the installation of 
mechanical equipment, plumbing, electrical systems, heating systems, 
decorating, painting, yard landscaping, and so forth. 

Mr. Barretr. The gentleman from New York mentioned prefab 
houses of poured concrete. We made a survey on prefab concrete 
homes in Puerto Rico, and they were building four a day. 

Mr. Knox. The Puerto Rican market is suited by reason of supply 
of materials on the one hand and the temperature conditions in the 
second place, and because of insect infestation, making it undersirable 
for wood structures. 

Mr. Barrett. What would you actually say the time of erecting a 
prefab wood house would be, in actual mechanical hours? 

Mr. Knox. In days, from 3 to 6 weeks, sir. 

Mr. Brown. I now recognize the distinguished statesman from 
Massachusetts. 

Mr. Nicnotson. This housing for the elderly, you are not interested 
in that? You don’t build any of those houses for the elderly, do you? 

Mr. Knox. Yes, sir; we would like and are interested in building 
houses for all segments of our people. 

Mr. Nicnotson. You say the mortgage situation has largely elimi- 
nated housing in these special segments of the population. If a man 
gets to 65, he can’t take a 40-year mortgage. 

Mr. Kwox. That is right. 

Mr. Nicnotson. So it will probably have to be left entirely to the 
Federal Government to build those houses. 

Mr. Knox. Or to provide an outlet for the mortgages on them, 
which is what we suggest. 

Mr. Nicnorson. Well, of course, if they have had a low income all 
their lives, they are certainly not going to be able to pick up a 40-year 
mortgage—and by the way, how much do you estimate it will cost a 
person to build a house and take a 40-year mortgage rather than a 
15-year mortgage? Don’t I spend about twice as much when I get it 
paid for than I would otherwise ? 
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Mr. Knox. Yes, sir. The only difference is whether you make the 
same expenditure and get rent receipts for it, or whether you get an 
equity in a house to show for those expenditures. 

Mr. Nicuoison. Well, rent is an equity. A man pays $70 a month 
rent, and pays the interest on it and doesn’t pay any interest to the 
bank. If he did, he would probably pay $80 a month and would own 
his house in 15 years. 

Mr. Knox. Our only position is he couldn’t get up a pad of rent 
receipts and sell them to anybody for anything. Whereas if he had 
an equity on a house based on La ba of monthly installments, that 
that equity would be salable probably and most likely at a substan- 
tial value. 

Mr. Nicnotson. Of course, if he has a 40-year mortgage, he has 
got to start in spending quite a little money keeping his property up. 
After the first 8 or 10 years he has got to start painting and fixing up 
the house, keeping it in shape, so that it doesn’t fall apart on him. I 
don’t know much about prefab houses. I know what prefab schools 
were after they were up for 8 or 10 years. They had to tear them 
down and dispose of them. I suppose they bought those because they 
couldn’t afford to build a brick one. But that is what happened to 
those prefab buildings. They are practically all gone now. Isn’t 
that so? 

Mr. Knox. I am not familiar with that prefabricated school pro- 
gram. I do not know of any prefabricated house that has been 
torn down. 

Mr. Nicnotson. How long since this 40-year mortgage business 
started; is that something new; that the bank would take a 40-year 
mortgage on a house from a man 65 ? 

Mr. Knox. I don’t think they would. 

Mr. Nicnotson. Do you think they would take a mortgage anyway 
at any price? Here is a low-salaried person who has never been able 
to start building a house from the time he was born until he gets to be 
65. I suppose that is the time of retirement, whether it be man or 
woman. All they have got is social security or old-age assistance. 

Mr. Knox. That is more than they used to have. 

Mr. Nicuortson. You have got to look at these problems as they are, 
and not as we would like to have them. Of course, I don’t know how 
much public housing the Government is going to put up this year. 
Are they going to take prefabricated houses, or how is the Government 
going to go about it ? 

Mr. Knox. Public housing? 

Mr. Nicnotson. Yes, sir. 

Mr. Knox. I don’t know, frankly, so much how they go about pub- 
lic honsing. I am not so well versed on public housing activity. lam 
a private house builder. 

Mr. Nicuotson. Do you think a 40-year mortgage is better than a 
20-year mortgage ? 

Mr. Knox. I think that there are certain groups in our population 
whose income is so low as to make it impossible for them to maintain 
regular monthly installment payments on a 20-year mortgage, that the 
only way certain elements of our population can be provide with ade- 
quate housing is for them to be given a longer period of time within 
which to pay for it. 

Mr. Brown. Are there any other questions? 
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Mr. Nicworson. That is all. 

Mr. Mutrer. I have one, Mr. Chairman, if I may. 

Mr. Brown. Mr. Multer. 

Mr. Muvrer. As a matter of fact, the 40-year mortgage which is 
being amortized over the 40 years is a lot better than the old standing 
mortgage that ran for 5, 10, or 20 years, without any of the principal 
ever being paid off ; isn’t that so? 

Mr. Knox. Indeed, so. 

Mr. Muurer. And, so far as the mortgage on the house is concerned, 
whether it is prefabricated or one built on the’ site, and whether it is 
a 65-year-old or a 25-year-old building, the mortgage value or property 
value is what is looked to as the security rather than individual 
responsibility ¢ 

Mr. Knox. Yes, sir. 

Mr. Munrer. And if the 65-year-old should die after 5 or 10 years, 
the house is still there, the balance of mortgage indebtedness is still 
there, and they can usually find a new buyer for that property who will 
pay off that balance due on the mortgage; isn’t that so? 

Mr. Knox. Correct, sir. 

Mr. Brown. Any other questions? 

Mr. Nicuorson. Yes, sir; following that suggestion, half the houses 
on-nyy street were built under a cooperative-bank plan. They owned 
the house after 12 years, paying interest and principal. They didn’t 
have an automobile, and they didn’t go to the movies every night in 
the week, and they didn’t do a hundred and one other things, but they 
paid off that mortgage. And that is the kind of system that works in 
this country or anywhere else. 

Mr. Murer. I think the system, if you will permit, Mr. Nicholson, 
is much better today. I live in a frame building built in 1910, I 
bought it in 1940, and it still carried the original mortgage on which 
not $1 of principal had ever been paid off. When I bought it I re- 
financed with an amortizing mortgage. That method eventually gets 
the mortgage debt paid off. I think this is much the better way of 
doing it, the way we are doing it today, than the way it was done 
in 1910. 

Mr. Brown. If there are no other questions, Mr. Knox, you may be 
excused. We are delighted to have your testimony. 

Mr. Knox. Thank you very much. 

Mr. Brown. The clerk will call the next witness. 

The CrierK. The next witness, Mr. Chairman, is Mr. James W. 
Rouse, representing the Mortgage Bankers Association of America. 


STATEMENT OF JAMES W. ROUSE, MORTGAGE BANKERS ASSOCIA- 
TION OF AMERICA, ACCOMPANIED BY SAM NEAL, WASHING- 
TON COUNSEL 


Mr. Rouse. Mr. Chairman, we have filed a statement with your 
committee. We have previously prepared a policy statement that 
we have distributed to the members of the committee and to the 
Members of Congress, and a supplementary has been filed. I will 
just make a few supplementary comments, if I may, rather than read 
a statement. : 
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My name is James W. Rouse, I represent the Mortgage Bankers 
Association of America, of which I am a member of the board of 
governors. With me is Mr. Sam Neal, our Washington counsel. 

The two provisions in this bill that I would like to speak about 
first, H. R. 10157, are sections 201 and 202. These two provisions 
are designed to provide —, assistance at this time, in the field 
of financing the housing which the country is attempting to build. 

Section 201 would remove the penalty provisions from the operation 
of the FNMA. FNMA now buys mortgages from mortgage origi- 
nators, provided there is a stock purchase of 3 percent of the amount 
of the mortgage. They buy them at market price, but the originator 
is compelled to buy stock in FNMA up to 3 percent of the amount of 
mortgage. 

This has the effect, gradually, of achieving ownership in FNMA 
on the part of the private mortgage originators and builders, and it 
has the effect of imposing a penalty to do business with FNMA. 

Section 201 would also provide for the issuance of advance com- 
mitments by FNMA, something it once did but has not done for a 
number of years. Commitments to buy mortgages before construc- 
tion starts, really, when the houses have been completed and sold to 
a satisfactory purchaser. 

Furthermore, it would broaden the special assistance part of the 
FNMA program and would require that special assistance be at par. 

Section 202 provides for the investment of 10 percent of the funds 
of national service life insurance in VA loans in those areas where 
there is found to be an “excessive discount.” 

The net effect of these two sections, the first one, 201, would be to 
tremendously increase the role of FNMA, and would make it a pri- 
mary market, directly competitive with the savings banks and the life 
insurance companies, the huge resources of savings in the country 
which we normally look to to finance our housing construction. 

The second provision would divert funds, that are now invested 
entirely in Goverment bonds, into the VA mortgages in order to 
support prices in particular sections of the country. 

It is our view that these proposals would be a mistake. We feel 
that this is not the way to approach the problem that the country 
faces, that it fails to come to grips with the main problem, and that 
the real job we have is to make the private money market work, to 
make it work to do the job of financing our housing program. 

Before saying why we think this does not do that, I would like to 
point out a little bit about our organization. The men who are mem- 
bers of the Mortgage Bankers Association, by and large, are local 
mortgage companies throughout the country, who are originating 
mortgages and then selling them to savings banks and life-insurance 
companies and servicing those mortgages for them. 

All of these expansion programs that are proposed here, the ex- 
pansion of FNMA, the investment of national service life insurance 
funds, would directly benefit our members perhaps more directly than 
any other group of people. We would sell the loans to FNMA, and 
we would service them, and we would be paid the same fee for doing it 
that we are for selling loans to savings banks and life-insurance com- 
panies. These programs are not competitive with us, do not pinch our 
pocketbooks and, as a matter of fact, would benefit us individually. 
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We think they are a mistake, as we take a long view of the economy. 
It seems to us that each of these programs tends to differentiate from 
the main problem of making the money market work. The job that 
Congress has done well in many instances in the past is to broaden the 
supply of money seeking investment in housing. When it passed the 
National Housing Act and created the FHA, it provided a system of 
mortgage insurance that made it possible for savings banks, life-insur- 
ance companies, savings and loan associations, which were prohibited 
by State law, from investing more than 60 percent or two-thirds, or 
some other limitation; it permitted them to go to a much higher ratio 
of loan, 90 percent, 95 percent, a hundred percent. Previously, it was 
not legal. And also, by standardizing the mortgage instrument and 
providing an insurance, a Government insurance guaranty contract 
with it made it possible for those funds to be reached out all over the 
United States and enormously increased the supply of money. 

In the last session of Congress, a very ingenious thing was done 
in creating the voluntary home mortgage credit committee, which 
constituted a plan by which these insurance companies and savings 
banks who had reached out to the large metropolitan areas of the 
country, but had not also reached down to the smaller cities where 
there was not a volume of business to attract them, through the 
voluntary home mortgage credit committee program, these individual 
loans were directed through these committees to large institutional 
lenders, and they have made those loans. And as they have done it, 
several things have happened that not only made the private mortgage 
market work but it also had a chain reaction effect of bringing in a 
great many investors into areas which they had not previously loaned. 
It is a very good experience around: the country; lending in small 
towns and remote areas is not as dubious as sometimes the large 
investor might think from many hundreds or thousands of miles 
away. 

So the VHMCP has been the kind of program which has increased 
the supply of money finding its way into these individual trouble spots. 

In contrast with that was the direct lending program of the Vet- 
erans’ Administration. The first decision that Congress made to 
solve these trouble-spot areas was to put the VA in the direct lending 
business. Since the voluntary home mortgage credit committee pro- 
gram got underway, it substantially reduced the capital for direct 
loans from the Veterans’ Administration, and has assisted the private 
market in performing the function which it should. Certainly, it 
seems to me that it would always be the objective of Congress to try to 
make the private market work, because every time it does make it 
work, or every time it fails to make it work, and therefore decides 
there has to be some Government program, then it immediately 
reduces the Government’s position to serve other needs which perhaps 
the private market cannot meet. So, we all have a common interest 
to make this private market work to the fullest extent possible. 

There are barriers which are now keeping the private money market 
from working effectively in the housing field. They are barriers we 
faced before. It is the barrier of price control, and this time it is in 
the form of a ceiling on the interest rate which fails to conform with 
market conditions in the money market. The fact that there are 
mortgages selling at discounts—which Mr. Knox says in Alabama 
are as low as 93, and Congressman Wolcott says the average price on 
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FNMA purchases was 95—it is the only way when there is a ceiling 
on interest rates, and we investors have a choice of investing one place 
or another, all investors do have that choice, the only way that the 
mortgage market can be made competitive with other choices for 
investment is to express it by a discount. 

In the normal way, the rest of the mortgage market, except for 
VA and FHA loans, the so-called conventional mortgage market, 
would adjust itself to the competitive conditions in the money market 
by rates going up, and it happens all the time. In our business we do 
not only finance houses sold with VA and FHA loans, but shopping 
centers, industrial buildings, and apartment houses, and the interest 
rates on that kind of financing has increased by a half or three- 
quarters of 1 percent in the last few months. 

Here, if the interest rate were free to move it would move. It 
would move up in areas where the discounts were less, the highest, and, 
as it moved, the highest would automatically be more attractive and 
attract more funds, and in time that adjusting process would tend to 
lower the rates again because the supply would have been great. Now 
all that happens is the discount goes lower and lower. As the discount 
«oes lower, it drives more and more investors out of the market because 
many inves‘ors do not care to lend on a discount basis. I would not 
go into all the reasons, but there are many why they do not. They 
cannot work it out well from a tax standpoint. With insurance com- 
panies it is a very unfavorable way of investing in mortgages. It has 
a little moral taint in some people's minds and, therefore, the discount 
market has reduced the supply of money. 

And as it withdraws, the discounts deepen further, which causes 
a further withdrawal. So we have acompletely self-defeating process 
operating when we put an arbitrary ceiling on interest rates such as 
we now have. 

On the other hand, if it were free to rise, it is potentially a self- 
correcting one. I might say at this point that it seems fairly apparent 
from what we read—I do not pose as an economist—that the total 
capital for funds in this country now begins to approach the limit of 
the total savings available and the real problem we may face in the 
next few years is processes for increasing the savings in the country 
in order that we may have more funds with which to finance the things 
we want to build. If that is true, one of the inevitable products of an 
attempt to increase savings is going to be to tempt more people to save 
by giving them a higher return. Which means that savings banks and 
savings and loan associations dividend rates will rise and are rising 
asa result of that operation of the market. 

It seems to us that the law of supply and demand operates as 
directly and as immediately, in the money market, as it does with 
respect to bricks and mortar and lumber, and the things going into 
the building of a house. Ifthe supply of money is down, then the price 
goes up. When the supply goes up, the price goes down. 

There are many things that cause differences in rate in different 
sections of the country. I know that sometimes it appears strange 
that the interest rate should be higher in one place than another. But 
many things in this country are higher or lower in one place than 
another. I expect that you can buy lumber cheaper in Alabama than 
you can in New York. On the other hand, money may cost more in 
Alabama than it does in New York. And so it is with things that 
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six-room house in the State of New York. 


others. 







foreclosure laws. 


drive people out of the market. 


Another is the special-assistance programs. 


market but put these things in through the use o 


go into the composite of a house. A total six-room house in Alabama 
is not a more expensive product, even at a higher interest rate, than a 





Among the things that influence interest rates by location are the 
fact that there are larger concentrations of savings in some places than 


Another is State foreclosure laws. One of the real risks of losing 
on a FHA loan and of difficulty on the VA loan, are the State fore- 
closure laws. They vary widely. Some States have very favorable 


Attitudes toward the given market in a particular city, a one- 
industry city may be looked upon as a little bit more treac herous than 
a city In which there is a greater diversity of industry. Attitude 
toward individual developments. Attitudes toward individual bor- 
rowers. All of these things make up risk. And it is not undesirable 
that the investment market exerts an expression of quality in the 
mortgage field by variation in interest rates or discount rates. Our 
real purpose is to try to keep the discounts under moderate control 
so that they do not go deep, at least so they do not go deep enough to 


We think, in short, that it is against the best interests of the housing 
market, of the opportunity of people to buy houses over the long pull, 
to do these things which exert special controls over the market. One 
is the control over interest rates which I have mentioned. 
Congressman Wol- 
cott pointed out the paradox of one particular person being able 
to go to FNMA at par, when the rest of the country goes at 95. 
Well, the special-assistance role of FNMA was originally conceived 
to backstop very distressed conditions, and this is a legitimate role 
of FNMA. Our association advocates the continuance of FNMA, 
but advocates its continuance and operation within the framework 
of relieving backstopping, supporting distressed conditions in the 
market. Operating with a penalty, then it automatically forecloses 
the market to make its own tests, and forecloses the builder and the 
mortgage originator to seek to find his way in the private market. 
But if he is really caught, really under some distressed circumstances 
that is peculiar for some reason, he can use FNMA, and that has been 
its operation, very effective for the past year or so. 

If you come in and take section 203 (i), which this bill proposes, 
or the FHA houses at reduced standards—the FHA standards are 
not enormously high, the standards were reduced on the theory that 
out in some rural areas, that a lower-standard house would be accepta- 
ble. But is there any reason whatsoever why the mortgage on that 
house should be freed of its risk considerations and sold to FNMA 
at par, when a mortgage in a community nearby, in a fine neighbor- 
hood, where a builder has put in streets and utilities and built a fine 
house, that that mortgage should sell at 95 percent? 
reason, and the net result of these special-assistance programs which 
are proposed here, if they are added—if they are special assistance 
given for minority housing, for housing for the aged, for 203 (i)— 
the absurdity of it will be apparent, if. you keep the ceiling on the 
interest rate so that everybody is forced to operate in a discount 

t yovernment money, 
you automatically attract to that special-assistance program even- 
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tually, FHLA heusing uader section 220, housing for low-income fami- 
lies, housing in urban renewal areas, 1 by 1, everything tends to 
be attracted to this special-assistance, nonmarket rate support. 

You cannot set up one phase of housing finance economy in a free 
economy and move it over here and give it special provisions without 
automatically sowing the seeds by which you are eventually faced 
with supporting the entire market. 

The second area of the bill that we would speak to particularly 
are the proposals for the housing for the aged. We think the same 
forces operate in the housing market that operate in the money 
market, that our basic job is to make the housing market work for 
all the people. It is not to try to create special programs for special 
people. Housing for the aged is certainly not the most impelling 
housing problem we face, Look at the other ones. Housing for 
minorities. Look at rejuvenating the inner areas of our great cities, 
through the seetion 220 program. Proposals in Congress now for 
special assistance for middle-income housing. 

If the provisions in this bill for direct Government loans by the 
FHA, for 50 years at 314 percent, were approved for housing for the 
aged, they automatically become just as justifiable an excuse as desir- 
able for each of these other programs, and all we are doing is trying 
to create a special notch in the housing field to give it special atten- 
tion, The general consideration behind this housing for the aged 
seems to be that we need small units and especially attractive, 
finaneially, 

It was.only a few years ago under FHA, under 608 and 207, that we 
gave special financing for larger units. Now we are proposing that 
you have got to have really one bedroom or less to achieve maximum 
benefits. If we would develop our honsing finance and our FHA insur- 
ance programs in such a way that they worked across the total hous- 
ing supply, and give people the opportunity to make their own choice 
of where they want to live, new housing or old housing, then we will 
do the maximum benefit for the aged as well as for the middle-income 
and the low-income and the minority groups and everyone else. 

We have 46 million dwelling units in the United States, nonfarm 
dwelling units; 18 million of those units were build since 1940. 

We have never built more than 1,500,000 dwelling units in a year, 
or less than 3 percent of the total supply of housing in any year is 
new. The idea that we meet each of these housing problems through 
new construction is false. Most of our housing problems are met in 
the existing supply and we must look at the total supply. Twenty 
percent of the people in America move every year; that is 9 million 
moves. And if we have 1,500,000 dwelling units a year, it would 
mean that roughly 15 percent of those 9 million moves would be met 
out of the new housing supply; 85 percent of them would be met out 
of the existing supply and the real point at which we should concen- 
trate our attention 1s making these housing and housing finance plans 
work across the entire housing supply. We must upgrade the central 
areas of our cities, eliminate the worst stuff at the bottom, provide 
decent housing at whatever level it is economic to provide it, and give 
mortgage finance programs that will let people have the widest choice 
and not channel them into special programs such as the provisions of 
title LIT indicate. 
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And the last point is on urban renewal. We feel very strongly that 
the workable program test set up originally in the Housing Act of 
1954, and the relocation test, to me assure the quantity of public hous- 
ing units, were extremely sound and should be retained in the case 
of the workable program test, and restored in the case of the relocation 
test for measuring the quantity of public housing. 

All that this program says is that if the Federal Government is 
going to make loans and grants to cities to clear their slums, if it is 
going to offer them public housing, financial assistance in public hous- 
ing, if it is going to give them the special assistance of FHA mort- 
gage insurance under section 220, then that city must first demon- 
strate that it has launched a workable program for the elimination 
of its slums. That means it has set up a planning commission, it has 
a zoning law, it is enforcing a housing code, it is doing the planning 
role itself, it is doing those things which it ought to do and can con- 
tribute, and when it is doing these things itself it is entitled to the 
benefits of public housing, Federal grants, section 220. The workable 
program test is not an unreasonable one. Over a hundred cities have 
met it and complied and get the benefits of the law. It has had the 
effect of causing many cities to face up to their problems in ways they 
never did before in order to get the benefit of slaw programs. 

Now, the relocation test on public housing said that the quantity 
of public housing that any city is eligible to receive is that amount 
of housing which is certified to be necessary to meet the relocation 
needs of its urban renewal program. If it is going in with an urban 
renewal program, if it is clearing its slums and enforcing its housing 
code, let it total up its need, and deduct its need from the estimate 
of available supply to meet it and the difference is what it is eligible 
for on public housing grants. We feel it was a reasonable test. It 
ended a great deal of controversy in the public housing field. It 
should not have been removed from the Housing Act of 1955, and 
we recommend that it be restored. 

Mr. Brown. Are there any questions? 

Mr. Rouse. Mr. Neal would like to comment 

Mr. Brown. We want to get through. We have another witness. 

Mr. Kirsurn. Do you take a position on public housing ? 

Mr. Rouse. Yes, sir. 

Mr. Kiipurn. What is it? 

Mr. Rouse. Our position on public housing in the past has always 
been that we were opposed to the Federal public housing program. 
We took the position following the President’s Advisory Committee 
report, in 1953, that the position taken by that committee, that the 
quantity of public housing should be measured by the relocation need 
of the community was a sound test, and that we therefore supported 
that test. 

Mr. Kiripurn. So, you have changed to that extent? 

Mr. Rouse. To that extent. 

Mr. Brown. All right, Mr. Neal. 

Mr. Neat. I simply wanted to make one comment for the record 
about another bill before this committee which ties in closely with the 

Rains bill which is also before the committee and that is Mr. Teague’s 
bill, H. R. 10962. MBA has supported an extension of the program 
for loans to veterans of World War II. We have always felt, how- 
ever, that to the extent that that program could be merged with and 
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made a part of the FHA program for every citizen in the country, 
that in the long run the veteran, as well as everybody else, would be 
better off and we would urge the committee to make a study and see 
if it cannot come out with some legislation which would provide addi- 
tional benefits for a limited period, for veterans of World War II, 
but which would end up sooner rather than later with one system of 
mortgage insurance rather than the two competing systems we now 
have. 

Mr. Brown. Thank you, gentlemen, for your testimony. You may 
be excused. 

Call the next witness, Mr. Clerk. 

The Cierx. Mr. Chairman, the next witness is the Right Reverend 
Monsignor John O’Grady, National Conference of Catholic Charities. 


STATEMENT OF RT. REV. MSGR. JOHN 0’GRADY, NATIONAL 
CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. Now, gentlemen, I want first to pay tribute 
to the committee, the subcommitte of this Committee on Banking and 
Currency, for the contributions it has made to sharpening these issues 
that are generally oversimplified. 

I think so far as I have been concerned, as I have moved around 
in these different cities and I have observed the committee in action, 
I feel that it has clarified our thinking in many ways, in more ways 
than has been expressed in its report. 

It has, I think, helped us to dramatize what is happening on this 
matter of relocation, tes I have not seen any relocation program 
yet. I would travel many hundreds of miles to find one. To find a 
city which is clearing its slums, which is putting in highways through 
the cities, which is building new health centers, and is displacing 
people, and I have yet to find a place in which it has done that without 
creating more slums. I think that issue needs to be pointed up. It is 
all right to talk here about fine urban renewal plans, but the question 
is what happens when you clear large areas, to the people in them. 

I have been pointing to that all the time, in city after city. I have 
been pointing to it in the city of Chicago; for instance, in this new 
clearance near the University of Chicago, I have been asking Mr. 
Downs, in season and out of season, “Where are those people going? 
Could you take me to any place where there is any housing for them?” 
And I have not been able to find any place yet where there was any 
housing for these displacements as a result of that project. 

I think that is one thing that the committee has helped us to clear 
up very gratefully. I think we are beginning to see a little bit more 
clearly the problem of middle-income housing, which has been cast 
about, and I think this committee has made progress in its approach 
to this middle-income housing. 

I think we have made progress. I think we are beginning to under- 
stand it a little bit more. We understand a little bit more clearly 
now that these public housing units are not adequate to take the place 
of the people removed because of clearances, Siena action of 
one kind or another. We find that not more than 30 percent—we do 
not know the figures exactly, but some say 30 percent, and the next 
day we are given a figure of 40 percent of the people who are dis- 
placed qualifvine for public housing. That is a real question, which 
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I think needs to be resolved. It is my hope that this committee will 
continue its studies. 

I think we need more research in this field. We have had very in- 
adequate research. We do not know too much about what is going 
on. We have been hoping that they might continue their interest, in 
this whole program, to see what is actually happening in the cities. 

As I put it to the people around this town who are supposed to 
be charged with this renewal program, how soon are we going to 
get started? When you get down to bedrock with them you cannot 
find a place where they have gotten started in putting their programs 
into effect. They have cleared areas. We have seen all that. But 
where they have been able to carry out a proper relocation program, 
and build houses for people so displaced—such a place I have not been 
able to find as yet. 

Now, I wanted to comment. briefly on this provision in this new bill 
for housing for the aged. That, of course, brings me into a field to 
which I have given a considerable amount of attention over a period 
of almost 40 years. I have done some of the original research on 
the aging, with the Ohio Commission in 1919 and 1920, the original 
Commission, one of the orginal Commissions studying that matter, I 
have followed the development of this social-security program, and 
I have in collaboration with my old associates at the University of 
Chicago tried to keep up my own research on aging. I made an 
original study of aging about 3 years ago, in a whole area of Cleveland, 
and I have made a study recently in an area in the city of St. Louis, 
and I am now inaugurating another study with the best technical 
advice and counsel I have been able to secure in many parts of the 
United States, in an area in the city of Buffalo. 

Now, there, of course, you are getting into a very complicated field. 
There is a great deal of confusion of thinking in it. I have been 
pointing out over and over again to the new Secretary of Health, 
Education, and Welfare, that we do not know as much about this 

roblem of aging as we claim to know, and I have pointed out the 
importance of inaugurating more research, so that we will talk in 
terms of the facts and not in terms just of our own ambitions, if 
we are Townsendites or semi-Townsendites, in connection with new 
Townsendites, or if we are in the States, in terms of getting more 
and more money from the Federal Treasury for a program that we 
thought would “ rather eliminated when we got full coverage under 
the old-age and survivors program. 

I have given a good deal of thought to this question of the various 
problems of the elderly people, but I am one of those who feels that 
we do not know too much about it. 

When Mr. Ewing called his conference on the aging a few years 
ago, a number of us pointed out at the end that there were a lot of 
areas about which we knew very little, and that we needed more study. 
Some of the universities have gotten studies underway since that time, 
and we have improved some. 

But I am not one of those who believes that the aging are just a 
hopeless, dependent group. I do not believe that. There has been a 
great change in my judgment as to the aging in the forties. Now, of 
course, in the thirties, we thought that they were all getting out of 
the labor market, there was no place for them any more, and that we 
had to take care of them through pensions or one thing or another. 
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Now, we begin to find that some of them climbed backward, have 
recouped on their homes, which they had lost. That is what my own 
studies show, and that is what the studies of my associates at the 
University of Chicago show. 

But these studies are not yet adequate. We find that we have a 
hard block of aging now, that we have inherited from the depression. 
We find that in institutions operated by my church, for example, you 
find that the peopel are now more and more in their late 70’s and 80's. 
That is the group we have inherited from the depression. But we 
get a new group coming down the line that is more independent, we 
have had more savings, and more home ownership than we have had 
before, and I think that is the general drift, as I see it, of the informa- 
tion that is available. 

I am not saying for a moment that it is too adequate. 

Then we come to this question of housing for the aged. I know 
there is a growing interest in that. There is a new conference being 
held here on the 6th, 7th, and 8th of June. I have had a lot of 
questions about that, I have raised a lot of questions about it, and 
whether or not we have all the information to discuss all the questions 
they are proposing to discuss. But I think that this committee is to 
be congratulated in its approach to this problem. It is a problem that 
you have to face up with more and more. It is hard to tell how we are 
going on it, Naturally, I think there is always a good deal of 
Townsendism in the air, and there are all sorts of attitudes toward 
the problems of aging. Some say they need more counseling and we 
have got to provide more skilled guidance to the States, and all that 
assumes, of course—and the people talk as if that applied to all the 
aging—-and that only applies to a certain limited number, in my 
judgment. 

Now, I would like to take up, first, this question of public housing, 
as it applies in this bill, to the aging. I think that you have a great 
number of these aging people who are living in rooming houses, living 
under very undesirable conditions. They are living in slums. So 
much we know from our studies. That there is a certain group of 
aging that do not have proper housing, that we would even need for 
the aging as human beings. I think that is so, and I think that is a 
group by itself. I do think that it is important to have a certain set- 
aside in the public housing program for this group of aging people. 

They are people usually without much family contacts. I am not 
talking about terms of those who talk about the aging as if the family 
like had broken down. I think that is an entire exaggeration. But 
there are elements on the edge of this group, people, as I have said, 
who live in boardinghouses, live in slums, people without too much 
family contacts. I think it is highly desirable that at this time a cer- 
tain number of units be set aside in our housing program for the aging. 
I rather like this idea of 10,000. I think it is a very modest figure, and 
it will get us into the field, and I hope that we will have continuous 
study of what is happening. Because we do not have much now about 
whai is happening. As in New York, for instance, we have a set- 
aside of 5 percent. And some of the housing authorities are setting 
up separate units, and we have quite a discussion on as to whether or 
not they ought to be an entirely separate block of units, isolated from 


the housing program as a whole, from the public housing program 
alone. 
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I do not think that that is desirable. I have been impressed by 
what I have seen, for instance in the city of Cleveland. In that city 
they have one project there which combines aging people. I am talk- 
ing now about these dependent, aging people. You would not find 
them there on old-age and survivorship insurance. Those that I 
talked to in that project are mostly people on what we would call old- 
age assistance. They are very poor people, without many family con- 
tacts, and they also house some young families there, having less than 
three children, and the apartments are very well set up, I think, and 
they have a recreational program, which points to certain things that 
one has to keep in mind in building houses for the aging. And then 
they have a clinic there, which I think is also very desirable. That is 
one of the things. In other words, I think we have to think about 
this problem as a separate problem. 

Now, remember, these are poor people. They are people who are 
getting what they call, in some States, you know, old-age assistance— 
and hewn been all through that debate—but they do not have ade- 
quate income. They get the lowest rate. You get this group that 
gets around the minimum, around $40, going up to $40, with a mini- 
mum of $30. Then you get another group around $50, and then an- 
other group around $70. They are supposed to get $85 a month, but 
you do not find too many up in that category. And then it is supple- 
mented by old-age assistance. 

So, that their income is inadequate to maintain any minimum stand- 
ard of living, and I think it is perfectly justifiable to ask for a separate 
set-aside, and I hope that we shall have interest in that, more and more 
interest in it, throughout the country, on setting aside a certain number 
of units. Some of the housing authorities are doing it now. There is 
no question about it. I have seen many of them. Chicago is doing 
it to a limited etxent; New York is doing it; St. Louis is doing it; 
Cleveland is doing it, and I am quite sure that that is the general 
picture throughout the country. 

But we have so many preferences now, in the regular public housing 
program, that the aging are not going to get any. I think that is 
what is going to happen. There are preferences for the people dis- 
placed by the public improvements, and you have people who have 
children, and when you get all other preferences in here, you are not 
going to get many forthe aging. You are going to get any units left 
for them, that is the result of this practical legislation. 

So I am in favor of that provision. I think we ought to look at 
this as an experimental matter. Of course, that has been my whole 
attitude toward public housing. I have been hoping we would find 
a substitute, but I haven’t seen any yet. All these people come around 
here and tell how wonderful our private enterprise is, and I believe 
in that. I believe in a dynamic economy, but sometimes you have to 
make exceptions for the aged. We are doing it now in a great many 
things. I assume that about 50 percent of all the investments for 
urban renewal in recent years have been made by the Federal Govern- 
ment. 

So much for this public assistance—for the aged as a part of the 
special assistance program. 

Now we come to this other question of what you are going to do 
about the aged. Again I am not assuming they are all poor people. 
Some of them are struggling very hard. My own study in St. Louis 
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shows many interesting things: the element of self-help among them, 
the solidarity of family life—I think that is one of the most wonderful 
things I have discovered in my studies, the solidarity of family life, 
and you can see the change that has come over them, the way they 
are working; they are finding work for themselves, little shops in 
their own basements, and plans for retirement. But there are certain 

roblems that we are running into, and they are not simple problems, 
ccs the variation of housing arrangements, in St. Louis, I think I 
found about 10 different variations of people dealing with their own 
housing situation. 

For instance, when the people get older, usually they have quite 
large homes. That is not always the case, but it is frequently the 
case, that as they get out of these older areas, you get people who move 
out into the suburban areas, and the older people remain in the older 
areas. Many times the housing units are too large for them. It seems 
to me there is a question there of conversion. If it were possible for 
instance to use this as part of a repair program, so that people who 
do not own their own homes now, aging people who do not own their 
own homes, could find it possible, for instance, to share a home with 
those that own their own homes. There is a problem, I think, of con- 
version there, as I see it. I have seen that in process, and I have seen 
the people themselves making some efforts in regard to conversions. 

And Fete the children coming back, the children who have moved 


out, coming back to help in the repair programs. I have seen them 
actually working, repairing the homes in which they were brought up. 
And many of them move back again, after their own families have 


grown up. Because we find people in their 70’s whose children are 
up in their higher 40’s, and their children are pretty well grown up, 
and they frequently move back again to the old home and take a part 
of the old home. 

That is one pattern you get around the country. And I thought it 
would be possible to think of that in connection with this proposed 
program. 

There is another element, of course, which you do get in the aging, 
which I think is very important, and that is the reason why we have 
such an eternal pressure on the existing institutional facilities. We 
do have a very large number of aging people who have no homes of 
their own. Maybe they are the last element in families. I have come 
in contact with hundreds of them. There is no place for them to go. 
They are looking toward institutional care. And yet when we come 
to the question of institutional care today, we find that the drift more 
and more is to take care of those that can’t take care of themselves; 
that need nursing care. That is a separate group again. 

We do have a provision in amendments to the Hospital Survey and 
Construction Act which makes grants available to the States for the 
construction of nursing homes. That is a new development, and I 
think the programs of the existing institutions tend to run in that 
direction. But we do have here and there a large group of the aging, 
who are in fairly good health. They like to keep up their activity 
because they all want to continue to do some work, to engage in some 
constructive employment, but we do have a housing problem there. 

We have a question of housing at a price they can afford to pay. 
For instance, you find in some places now a tendency on the part of 
that group to get together and build cooperatively. And you say 
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how can people at 65 carry a mortgage of a 50-year life? Of course 
they can’t, but if it is done by a philanthropic group, for instance, and 
that philanthropic group has no interest in profits, it should be pos- 
sible—and I have given a good deal of attention to this part of the 
program, of building under FHA. 

Now, under section 213 of the Housing Act, I have discussed that 
with a number of my groups all over the country, as to the possibility, 
for instance, of building a hotel, or taking over a hotel, which is a 
relatively new building; it is in good condition; it can meet any of 
the fire regulations necessary—because that is very important—and 
have a common dining room and possibly some clinical facilities in 
connection with the hotel. That has actually been done. 

For instance, my own group has taken over a large hotel in St. 
Louis, and we have one in Detroit, and you are beginning to get that 
tendency now to build that sort of facility. 

I don’t think that the FHA lends itself to it. 

Section 213 might. You could form a cooperative of 100 people 
who wanted to live in that manner, and you would have a sponsor. 
Of course, that is originally back of 213. In fact, Senator Douglas, 
I think, in the final form of that, in the Senate, had a great deal to 
do with it, and he had in mind what is happening under the Illinois 
law, that it is possible for a cooperative to have a sponsor, or some 
organization, a philanthropic group, that would operate for the people 
themselves, and then insure that these apartments were kept oecu- 
pied; that is, they would have title to these apartments, during their 
natural life, and the thing could be operated successfully by this 
sponsoring group, on behalf of the aging. 

Well, that has not been—of course, the problems we have had with 
213 have been the difficulties of getting money, getting credit, even 
with 40 years of mortgage life—and it hasn’t been too easy. 

Another thing I have found is this, that there is a certain element, 
in the aging, that is struggling, and I find they eouldn’t pass the 
FHA examination as being capable of carrying, let’s say, their part 
of this mortgage, and I find that with the voluntary groups, that they 
want to be able to take in some besides those that can pay the full 
cost, which they would have to pay under section 218, and I found a 
certain lack of enthusiasm. 

I feel that this approach is a very commendable one, as contained 
in this bill. I think there is @ whole area in there in which you have 
a great interest on the part of voluntary groups, and I don’t see any- 
thing wrong with a straight Federal loan for that. 

We are getting into Bankhead-Jones for farm loans for building 
of farm homes, and the extension and improvement of farms in the 
United States, and, of course, they Hees for financing it in the 
epee market, when the mortgage is stabilized and the farmer is moving 
along so that his mortgage can be sold in the open market. 

That is a provision we have in the Bankhead-Jones Act at the 
present time. 

So you have straight Government grants. And we have it, of course, 
as you know, in the colleges. And, of course, that is to a degree family 
housing because of the great number of married students. 

It might be possible, if we could have a provision for the early 
maturity of the mortgage, for the early payments, it might be pos- 
sible for us to follow that same pattern that we have in the Bankhead- 
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Jones Act. And as was pointed out here, we do have a tradition of 
direct Federal loans, and if this is the only way in which we can secure 
this type of housing, then I say there isn’t much else that can be 
done about it. I do not see any other approach to this problem. 

I think we are going to have a growing interest in this problem 
of housing the aging. We have a lot of discussion everywhere. Only 
a couple of weeks ago, the mayor of Chicago set up a new commis- 
sion to study the aging. I hardly go to a city in the United States 
where I don’t find an official committee studying the aging. They are 
just beginning to catch on. Their great defect is the lack of adequate 
information about the problem, and I do not think that this program 
will do everytihng that needs to be done for the aging, but is is prob- 
ably a constructive approach. It will enable us to approach this on 
an experimental basis, so we will know where we are. 

I have been interested, for instance, in another possibility: You 
do get these older sections, as I pointed out, and I am interested in 
several of them, to see what could be done to convert some of these 
old houses, and I feel that of course this bill may not reach this, 
but it is possible that it may be able to reach this conversion program. 

In other words, I think if we can get started, and if we study it 
and get more information, I think that this is a very constructive 
approach to the problems of housing the aged. 

Mr. Brown. We are very glad to have your views, Monsignor 
O’Grady. 

The committee will now adjourn, to reconvene tomorrow morning 
at 10 o’clock. 

(Whereupon, at 12:40 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, May 23, 1956, in executive session.) 
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THURSDAY, MAY 24, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence and Messrs. Brown, Rains, Multer, Ad- 
donizio, O’Hara, Mrs. Grifliths, Messrs, Ashley, Vanik, Wolcott, 
Talle, Kilburn, Widnall, Betts, Mumma, McVey, Hiestand, and Bass. 

The Cuarrman. The committee will be in order. We will resume 
the hearings on H. R. 10157. 

We are honored to have with us, as our witness this morning, Gen. 
Curtis LeMay, Chief of the Strategic Air Command. 

General LeMay, you may proceed as you desire. If you have a 
prepared statement you may read it or insert it in the record. 


STATEMENT OF GEN. CURTIS E. LeMAY, COMMANDER IN CHIEF, 
STRATEGIC AIR COMMAND 


General LeMay. Mr. Chairman and members of the committee, I 
have been asked to express my views on how the shortage of adequate 
housing affects the combat capability of my command. I am particu- 
larly grateful for this opportunity as I am vitally interested in this 
subject. For several years I have been in the position of demanding 
that my people work long hours under constant pressure, to insure 
that we are capable of performing our mission in case of an enemy 
attack. At the same time I have been able to give them very little 
in return. 

The primary mission of SAC is to be strong enough to convince 
any potential enemy that a conflict with the United States would be 
unprofitable—that he would certainly lose more than he could pos- 
sibly gain. Second, should an enemy miscalculate and launch an 
aggressive strike against us, SAC must have the capability of strik- 
ing the base of the enemy’s airpower with such promptness and force 
that his ability to continue an effective attack is destroyed. 

Planes and bases alone will not give us this capability. We must 
also have highly trained professional airmen, and we must 
have them close enough to the planes that they can be gotten into the 
air at almost a moment’s notice at any time in the day or night. 

Adequate housing, within reasonable distance from the base, is 
without question one of the major factors necessary to the retention 
oo trained airmen, and to their almost instant availability for 

uty. 

_Appropriations for military construction have never been suffi- 
cient, nor within the foreseeable future are they expected to be suffi- 
cient, to provide a significant number of family quarters to satisfy 
our requirements. 

It was particularly gratifying to me that Congress saw fit to enact 
legislation last August to provide family housing for military per- 
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sonnel. Public Law 345 offered the hope of a decent home to thou- 
sands of Air Force families and eventually a more stable, professional 
Air Force. However, it provides too little time for awarding of 
construction contracts on more than a small percentage of our require- 
ments before the law expires on September 30 of this year. 

The lack of adequate housing on or near Strategic Air Command 
bases has three direct, immediate, and inevitable bearings on the 
ability of this Nation to survive a major nuclear war and has, in ad- 
dition, a long-range effect on our capability to build and maintain a 
professional force. 

1. It delays the manning, training, and development of combat 
capability in new units. 

Since 1948 it has caused the combat capability of my command to 
be seriously retarded. Because of the lack of family housing, I have 
been forced to reduce manning and make selective assignments of 
officers and airmen to certain bases. Specifically, I found it necessary 
to restrict manning at 4 bases, each designed for 1 or more wings, and 
to thereby delay obtaining combat readiness for these units for periods 
up to 8 months. These delays have resulted in a direct increase in 
costs ranging from three to twelve million dollars in attaining combat 
readiness at each of the 4 bases. Although I have now been forced in 
the interest of national security to abandon the policy of restricting 
manning at bases where housing is not available, the separation of my 
men from their families is seriously affecting their peace of mind and 
thus the quality of their work. 

2. Lack of adequate housing reduces the certainty that our combat- 
ready wings will be fully effective in the event of hostilities. 

Right now we have a given number of wings ready to go to war. 
Ready, that is, with one qualification. Because must of the housin 
in the vicinity of our bases, and on our bases, is inadequate, man of 
my key operations personnel and combat air crew members have been 
forced to go from 10 to as much as 50 miles from the base to find 
acceptable homes. 

What does this mean when a sudden red alert occurs? Can we be 
sure that our pilots and other keymen will be able to fight their way 
to their base with roads probably choked with civilian evacuation? 
Under such conditions, it is probable that many keymen would never 
reach their duty stations in time. This would mean that many of our 
bombers would never reach their assigned targets. Primarily, these 
targets are, as I previously indicated, the enemy long-range air force 
that is capable of reaching American cities with nuclear bombs. 

Thus, as you can see, the lack of adequate housing on or adjacent to 
our bases will reduce the survival insurance we are paying for and 
need. 

3. The lack of adequate housing has a serious, immediate, and Jong- 
range effect on our airpower. 

In the last year, United States intelligence estimates indicate clearly 
that the Soviet air force is rapidly expanding its strategic air arm. 
It aphoary that they may surpass us in numbers of long-range jet air- 
craft by the 1958 to 1960 period. This trend is significant in that it 
endangers our superior capability for deterring attack, which is basic- 
ally our best defense. As a result of this trend, we cannot afford to 
continue losing our skilled personnel, who are to a large measure re- 
sponsible for our present capability. Under these circumstances, it 
is more necessary than ever to make an Air Force career worthwhile 
for our Air Force people. 
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I have never believed that Air Force officers and men should be 
forced to live as second-class citizens. They are too important to the 
security of this Nation to be expected to accept substandard conditions. 
Certainly one of the most important factors in making Air Force life 
attractive is insuring the individual that his family will have a decent 
house in which to live. 

in my opinion, not one man conscripted the day war starts will get 
into the decisive phase of the fight. The survival of this Nation in an 
all-out nuclear war will depend on the character, the capability, the 
readiness, and the determination and courage of the men who are in 
the Military Establishment at the onset of hostilities. 

It is a well-accepted conclusion that our increasingly technical air- 
power can only be sustained by professional personnel. We cannot 
maintain a qualified professional force unless we are able to obtain 
and retain high caliber men in our Air Force. At present, we are not 
attracting sutticient higher caliber men to maintain such a force. This 
type of personnel has more assurance of providing their families with 
adequate housing and other advantages if they go into civilian in- 
dustry. 

In the past 4 fiscal years, the Strategic Air Command alone has lost 
approximately 108,247 airmen through failure to reenlist. The cost 
ot training the replacements for these men was $1,610 million. This 
does not include the cost of the officers we have lost. Unless something 
is done to make an Air Force career attractive, those costs will be 
recurring indefinitely. 

When Public Law 345 was enacted, I instructed my staff to take 
all possible measures to insure the expeditious construction of hous- 
ing. However, even with this effort I find that the Strategic Air Com- 
mand will get less than 9,500 housing units under construction before 
the law expires in September. Strategic Air Command will require 
approxuunately 13,900 additional houses for officers, 22,800 for noncom- 
missioned officers, and 18,500 for lower grade airmen on its bases and 
for tenant units on the bases belonging to other commands. 

You will note that I have included housing requirements for lower 
grade airmen for whom quarters allowances are not provided under 
permanent legislation. Many of these airmen are assigned to key posi- 
tions in SAC, such as critical electronic work and ground crews and 
are indispensable to getting aircraft in the air. Furthermore, these 
lower grade airmen are the source of our future noncommissioned of- 
ficer personnel, If we are to expect these men to stay in the service 
and assume greater responsibility, it is necessary to provide them 
with a decent place to live. It seems that every time I activate a new 
base the housing rentals in the nearby communities jump far above 
their true value. Since my married lower grade airmen draw only 
$50 to $70 a month in quarters allowances, they are being forced to 
live generally in quarters that could only be called hovels. With this 
situation in existence they are naturally going to want to get out of 
the service. For these reasons I feel that it is essential to ea 
housing for the lower grade airmen as well as for officers and upper 
grade airmen. 

When Congress, recognizing our problem, enacted Public Law 345 
last year, I am certain their intent was to provide housing in which 
our airmen and officers could live with dignity. However, during the 
months since the law was enacted certain problems have been encoun- 
tered that tend to nullify much of the benefit expected of this law, 
with the result that the intent of Congress has not been realized. 
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Generally, the problems stem from procedural practices that delay 
the start of housing projects up to 18 months in many cases, and cost 
limitations that will not permit the construction of adequate housing 
in many areas. 

With this in view, I believe that the following considerations war- 
rant your attention : 

1. Legislation for title VIII military housing should be extended 
for a period of at least 3 years. 

2. The cost limitation for housing should be increased in order to 
provide adequate housing in all areas of the country to make allow- 
ances for varying building cost indexes. 

3. The cost of site development should be excluded from the cost 
limitation placed on housing. These costs often amount to more than 
$1,000 per unit. 

4. The low bid received for construction of housing on any base 
should be accepted as sufficient evidence of the value of the housing 
project and permit award of a contract, provided that it is within 
the cost limitation specified by the law. 

With legislation including such provisions, I believe that it will be 
possible to provide my people with the housing they require in a reason- 
able time, as I am certain Congress intended. 

With adequate housing, plus increased pay for skill, and appro- 
priate dependent medical care, commissary and exchange privileges, 
and educational benefits to active duty personnel, we will achieve the 
strong, professional Air Force we need with an overall substantial net 
saving to the taxpayer. 

The Cuamman. Thank you, General LeMay. I think you have 
—_ an unanswerable argument for better housing for your com- 
mand. 

Mr. Wolcott, do you have any questions? 

Mr. Wo corr. Briefly, I wish you would expand a little bit, Gen- 
eral LeMay, on the allegation that you made of inadequate housing 
in the communities adjacent to the base, and its effect on reenlistment. 

General LeMay. I have many letters coming to me from not only 
the men, themselves, but wives of men in my command, pointing out 
the difficulties under which they live. Either there is no house there 
at all, or they are separated, right in the United States. They are 
ordered to duty in the United States, and they can’t live with their 
families because of inadequate housing. 

One thing that just happened, I just received a petition signed by 
a hundred wives of enlisted men, because we were closing up a trailer 
a of PHA trailers, that I wouldn’t want m oy to live in. That 
isallthey had. And we were depriving them of that. 

So they couldn’t live with their families. The family couldn’t stay 
together. Under a situation like that people are not staying with us. 
That is one of the things that drives them out of the service. There 
is no doubt in my mind about it. 

Mr. Wotcorr. How many units do you think the Strategic Air Com- 
mand will need in the foreseeable future ? 

General LeMay. We need 55,000 more units. 

Mr. Worcorr. Do you prefer Wherry or Capehart housing ? 

General LeMay. I prefer Capehart housing. 

Mr. Wotcorr. Why? 

General LeMay. Because it is somewhere close to being adequate. 
The Wherry unit is not. You cannot build a decent house with the 
price limitation on Wherry housing. 
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Mr. Woxcort. Do you think that the Air Command could take over 
Wherry housing and make suitable quarters out of them for officer 
and noncommisisoned personnel ? 

General LeMay. I am generally against the Government taking 
over the Wherry units for the following reasons : 

One is that most of them were never adequate, to start with. I 
think there was too much profit involved in them. If we took them 
over we would have to spend money on them to put them in shape, 
and some of them cannot be modified to make a usable house. 

Mr. Wotcorr. Have you any information as to the vacancies in 
Wherries, on your several bases ? 

General LeMay. There are a couple of places that I know of where 
there is what I consider too high a vacancy rate in the units, and it 
is mainly because better housing could be obtained downtown for 
lessmoney. By and large, most of them are full. 

Mr. Wotcotr. What has your command done to require onbase 
occupancy of Wherry units? 

General LeMay. Well, I used to require people to live in them. I 
don’t think I have the legal authority to do that. I told all my people 
that they had a key place in the organization and in order to get off 
quickly it was their duty to be there. However, I have since that 
time released them from that and given them the privilege of living 
anywhere they want, because I am - wets so many ihines to them that 
distract from their comfort that I just don’t feel that I could continue 
that and expect anyone to stay around and do a halfway decent job. 

So they now live wherever they choose. As I say, there are only two 
places that I know of in my command where they can get a place to 
live. One of them is at Tampa. The other one is at Tucson. They 
can go downtown and rent a place to live there that is better than 
a Wherry project, and for less money, and they do so. 

Mr. Worcorr. Do you say better built? 

General LeMay. Better places to live for less money; yes, sir. 

Mr. Wotcorr. Don’t you pass upon the construction of these Wher- 
ries? Are they not constructed more or less under the jurisdiction 
and at the request of the Strategic Air Command ? 

General LeMay. I have nothing to say about the type of construc- 
tion. The limit is placed by law on the amount of money that you 
can spend on them. The design is not submitted to me for approval. 
All I do is live in them when they are finished. 

Mr. Wotcorr. When you set up the Wherries you requested the 
industry to build them, and weren’t they built according to standards 
set by the Defense Department? 

General LeMay. In many cases the standards were not met. I com- 
plained about it. We have some very bad projects. The FHA, as 
[ understand, was supposed to do the inspection on the thing. But 
the big factor is that $9,000 will not provide a house that is suitable in 
most areas. 

Mr. Woxcorr. What is your estimate as to what is necessary to 
build adequate housing for your officer and noncommissioned officer 
personnel? How much would it cost, do you think? What is your 
estimate ? 

General LeMay. Well, I think the $16,500 which has been sug- 
gested, average, will about meet the minimum requirements, in most 
areas, 
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Mr. Wotcorr. And how long would it take to amortize these under 
the quarters allowances? 

General LeMay. Twenty-five years. 

Mr. Woxcorr. That is all for me, Mr. Chairman. 

The Cuatrman. Mr. Brown? 

Mr. Brown. I have no questions. 

The Cuarman. Mr. Kilburn? 

Mr. Kirsurn. Do you have any problem with the men in your com- 
a who are single? Do you have barracks or clubs for them, or 
what! 

General LeMay. No, sir; we have a lot of substandard barracks. 
We are still living, in many places, in barracks built early in World 
War II, and they are not very desirable. 

Mr. Kinsurn. That is all. 

The Cuarman. Mr. Rains? 

Mr. Rains. General, I am glad to see you before this committee. 
I assume that the truly unanswerable argument about the need for 
this military housing was wrapped up in the third paragraph on 
page 5 of your statement, in which you point out the fact that the 
Strategic Air Command lost 106,000 airmen through failure to reen- 
list. t would like you to state for the record as to whether or not, in 
your opinion, the lack of adequate family housing had anything to do 
with the failure of large numbers of those people reenlisting ¢ 

General LeMay. I don’t think you can point to any one inequity as 
being the most important thing causing people not to reenlist. There 
are many factors. Housing certainly is one of the important ones. 
I think, by and large, if the wife is happy in the service the husband 
is happy in the service. 

Mr. Rais. You, of course, don’t have any breakdown of how many 
of those people failing to reenlist were married men with families, 
do you ¢ 

Coane LeMay. I do not have it, but I think we could procure that 
information. 

Number of married airmen that failed to reenlist.—There is rio specific data 
available. Based on the current percéntage of 44 percent married men, it is 


estimated that 47,629 airmen were married of the 108,247 airmen that failed 
to reenlist. 


_ Mr. Rains. I thought it might shed more light on the need for hous- 


ing. 

Rees interested in Mr. Wolcott’s questions to you ¢oncerning Wherry 
housing. Do you believe that the building of these title VIII houses, 
onbase, such as we contemplated in the law last year, and such as we 
are now speaking of, affects the realty in the downtown area? In 
other words, does it cause vacancies and loss to the present property 
owners ¢ 

General LeMay. No, sir; I do not think so, because most of the 
places where we are living there is a housing shortage. I only know 
of two places in my command where there is not a housing shortage. 
Most of my bases actually have people there, separated from their 
families. There is no place for them to live. 

I don’t think it is going to cause any inconvenience to the economy 
downtown because they are expanding, too. In a lot of places I find 
this happening, that our people, generally speaking, cannot buy 
houses, themselves. They don’t have the money for the downpayiment, 
and they don’t want to be bothered with the trouble that they have 
to go to to sell their house. When they move they move very rapidly, 
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due to their instability problem, caused again by the low reenlistment 
rate. I find thatina lot of places builders are building like mad down- 
town. New houses are going up every place. The local citizens are 
buying the new houses and renting their old houses to the military at 
an exorbitant rate, and not only being able with the rent to buy the 
new house, but to make a profit on the deal, too. 

Mr. Rains. And the further fact is that many of those houses are 
not adjacent to the base, and are not so located as to be of the service 
you need to get these planes off the ground in the required time? 

General LeMay. Practically all of them are not. 

Mr. Rarns. Getting over to your suggestion on page 7, as to the 
bill before this committee. No. 1 carries a 3-year extension. I under- 
stand that same extension is in the Senate bill, which is being con- 
sidered on the Senate floor today. The bill pending before the com- 
mittee also carries the increased cost limitation which you mention in 
paragraph No. 2 there. I think the Senate had in its bill an overall 
average of $14,200, as I remember it, whereas in this bill it is $16,500. 
And you say, and our figures show, that the allowances for rent would 
allow those mortgages to be amortized in 25 years; isn’t that right, 
General ¢ 

General LeMay. That is correct. 

Mr. Rats. These other two suggestions which you have are new 
tome. According to the figures that I have, appropriated fund hous- 
ing is only about three to four hundred dollars per unit less in cost 
than title VIII housing, but the fact also is, as 1 understand it, that 
appropriated housing only builds out to the 5-foot line away from the 
house; isn’t that correct ? 

General LeMay. That is correct. 

Mr. Ratns. And I don’t understand, then, since these houses would 
be built, as I assume, out to the 5-foot line, I don’t see how you would 
amortize the additional cost of about $1,000 per unit for site and 
development. I don’t quite understand that. 

General LuMay. I don’t understand your statement that the appro- 
priated housing is only $300 less than the title VIII; is that true? 

Colonel Dryer. The appropriated housing our records indicated 
varies up to $16,600, at one of our bases. e thousand dollars we 
put in here is for the development of the site, beyond the 5-foot line 
that we were talking about. 

Mr. Ratns. How much do you put in the appropriated fund for 
the development of the site beyond the 5-foot line? 

Colonel comm I have no breakdown of the cost of the appropriated 
housing cost beyond the 5-foot line that I could give you on that. 


Average costs per unit for appropriated housing 
Whiteman Air Force Base, Sedalia, Mo. (400 units) : 





REN SS 0, “Pee NR Nt ata aaa a ra ea $11, 526 
Site devélopniént beyond 5-foot line___________________-___________ 8, 563 
Governihnent costs and cofitingencies___._..__ 2 ee 1,577 

TO, oh en tihs den 00826 bie 2 sen a ee) ee see 16, 667 

Lincoln Air Force Base, Lincoln, Nebr. (400 units) : 

Construction to 6-foot life...........--..-.22.42-2- 2 sean 10, 915 
Site development beyond 5-foot line.__...---..--...---..-----..-- 2, 803 
Government costs and contingencies__________.._-_-___-_-_-_- 1, 122 
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General LeMay. There is one factor: We are paying more over- 
head for the construction of appropriated housing than we are for 
title VIII. 

Mr. Rarns. You are paying what? 

General LeMay. More overhead cost for the construction of appro- 
priated housing than we are for title VIII housing. 

Mr. Rarns. I think I have what I was trying to get. The appro- 
priated housing runs about $13,500 up to the 5-foot line, and then with 
the site development it goes up to the $16,000 figure which the gentle- 
man mentioned a moment ago. Do you visualize that title VII hous- 
ing, then, the cost of $16,500, which you are asking for, would include 
site development ? 

General LeMay. In most instances it probably could, but there are 
some cases where I don’t think it could. 

Mr. Ratns. Where would we get that money, then, General? These 
are FHA mortgages, as you know, under title VIII, and I am trying 
to find out where you would get the additional money to do the im- 
provement? Would that have to be appropriated funds? 

General LeMay. That should be appropriated funds. 

Mr. Rains. All right. Now, in No. 4 you suggest that the low bid 
be accepted. In other words, that amounts to telling the FHA to 
accept the low bid. Do you believe that should be inserted in the act? 

General LeMay. I do. 

Mr. Ratns. You realize, of course, that if we insert that into the 
act we do not give the official of the Government whose authority it is 
to see that the mortgage is guaranteed, any veto power over it what- 
soever. Is that your idea about it? 

General LeMay. Well, what happens in many cases we are delayed 
in getting a project underway because the low bid is higher than the 
FHA people say they can guarantee the loan for. 

Mr. Ratns. Do you think it would meet the complaint which we 
will receive, of course, from FHA on that situation, if we provided 
a small percentage leeway between the low bid and the replacement 
estimate of the FHA? Would that be of any assistance ? 

General LeMay. Well, that would be a help, if we had a little 
eeway. 

Mr. Rarns. Now, as to Wherry housing, what steps does the Air 
Force take to correct the vacancy conditions in Wherry if any exist? 

General LeMay. I am not taking any now. 

Mr. Rarns. Do you think you would be able to correct the Wherry 
vacancies if the Air Force or the military took them over with the 
authority and funds with which to redo them and rework them, acquire 
and operate them as military housing? 

General LeMay. If we spent a lot more money on some of them I 
think they could be made suitable. However, most of them would 
have to be modified and some of them could not be modified. 

Mr. Rarns. General, do you agree with the view of the Department 
of Defense that nothing should be done about housing lower paid 
grade enlisted families until after 100 percent of the higher paid 
grade and officer and enlisted people are taken care of ? 

General LeMay. I think you should take care of your higher priced 
people first. They are the ones we are most interested in keeping. 
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If one of them leaves you have a greater loss to the Government and 
to the people than if a lesser experienced man leaves. So I think 
you should naturally take care of your more expensive personnel 
first. 

However, all of them have to be taken care of, if you are going to 
have an efficient and adequate organization. 

Mr. Rains. What suggestion would you have to offer about the 
lower grade airman, whose allowances are not sufficient to amortize 
mortgages? How could we build those houses, other than by appro- 
priated funds? 

General LEMay. What we have been doing is charging the officer 
enough rent on the unit to make up the deficit for the lower ranking 
man. 

Mr. Rats. That is the way it has been done? 

General LeMay. That is what has happened in the past. I think 
you have to pay these people what they are worth, and you have to 
raise their allowance. Those people have to live, just the same as 
the general commanding the outfit has to live. I think you should 
pay him enough rental allowance so he can get a place to live. 

Mr. Ratns. General, this subcommittee which toured some of these 
Air Force bases, and visited you. The housing it saw at Nellis Base, 
is that a fair sample of the bases in the Strategic Air Command ? 

General LeMay. I have not seen the housing at the Nellis Base. 

Mr. Rarns. I would say if that is typical it is deplorable. Some of 
it was 25 to 30 miles away. Is that ordinarily true? 

General LeMay. I have people living 50 miles away from their air 
base. 

Mr. Rats. That is all, Mr. Chairman. 

The CHarrman. Dr. Talle? 

Mr. Tate. I will defer for the moment. 

Mr. Apponizio. Mr. Chairman. 

The CHarrman. Mr. Addonizio. 

Mr. Apponiz1o. General LeMay, I was wondering whether you had 
an opportunity to read the subcommittee’s report on military housing, 
that the Subcommittee on Housing of the Banking and Currency 
Committee. put out ? 

General LeMay. I think I have read that; yes, sir. 

Mr. Perr. Would you care to give us your reaction to that 
report { 

General LeMay. As I remember, my reaction was good. It has 
been some time since I read it, and I don’t recall the details of it, so I 
cannot comment in detail, but I had a good impression from the report. 

Mr. Rarns. If I could interrupt, I might say that it carried many 
of the recommendations that you make here in your statement; if you 
will recall. 

Mr. Apponizi1o. I haven’t had an opportunity to hear your statement 
or read it, but I want to assure you that after having been part of this 
subcommittee and traveling rather extensively around the country to 
many military bases, that I am very sympathetic to your cause. 

Thank you, Mr. Chairman. 

The Cuatrman. Dr. Talle? 

Mr. Tare. General LeMay, I am delighted to see you here this 
morning. I remember how impressed I was with some of your bar- 
racks at Offutt Air Force Base. Do you choose to say anything about 
the low cost of construction of those barracks? 
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General LeMay. Well, the barracks that you are referring to are a 
design that we got together out in my command. They are simply 
structural steel members with steel panels, containing fiberglass insu- 
lation, and they go up very quickly. It has been our experience that 
they can be erected and adequately house—in fact, more than ade- 
quately house, as the men are very pleased with them—personnel at 
about 30 percent less cost than the normal construction. That 30 
percent was tric 2 or 3 years ago. 

Is it still true, Colonel Dryer ¢ 

Colonel Dryer. In some places they were lower in cost and some just 
about the same. So it is difficult to fix a specific difference in cost. 
However, it does provide facilities that General LeMay wants in his 
barracks that are not always provided for in conventional type 
barracks. 

General LeMay. And, generally speaking, at lower cost. 

Colonel Dryer. That is correct. 

Mr. Tarix. My memory tells me that the figure $1,400 was men- 
tioned as against $2,500; is that correct ¢ 

General LeMay. At the time we brought out the design, Congress 
wis appropriating about $2,500 a man housed in barracks. The origi- 
nal estimate, as to the cost for this barracks, was $1,000 per man. 
However, we had some trouble getting one of them built—considerable 
trouble, and it took a year and a half of good long work to finally get 
permission to build one of them as an experiment. 

By that time we had had a couple of rounds of wage increases, and 
some inflation, and the bids were actually $1,400 per man on that first 
building there at Offutt Air Force Base. 

Mr. Tari. I recall that at the time I said some colleges might be 
interested in structures of that sort. Are such structures used at other 
bases ¢ 

General LeMay. We have one other base where they are being built. 
That is Portsmouth, N. H. 

Mr. TAtax. Thank you, General. 

Thank you, Mr. Chairman. 

The Carman. Mr. O’Hara‘ 

Mr. O’Hara. General, first, I want to commend the commanding 
general in Puerto Rico for the presentation that he made to the sub- 
committee of which I am a member, as you know. It impressed me 
very deeply. We were shown photographs of the houses in which 
some of the enlisted personnel were living, with their wives and chil- 
dren, and the conditions that were shown to us were such that no human 
being should think of living in such houses. And we were told, as I 
recall it, of one enlisted man who was a specialist in some line, and the 
Government had spent something like $150,000 on his education, 
and the house in which he was living with his wife and children was 
such that he couldn’t even consider the matter of reenlisting. 

To what extent would you say the matter of housing enters into the 
determination of the personnel to reenlist or not to reenlist ? 

General LeMay. I think someone asked the same question. I think 
it is very important. There are many reasons why a man doesn’t 
reenlist. I sum them all up to pay, but housing certainly is very 
important, because if he has sufficient money he can buy himself a 
house, or rent a house that is decent to live in. I think among our 
highly skilled people that housing is very poor, because they can go to 
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civilian life, they can make enough money to live in a decent house, in 
a decent neighborhood, and their family is happy. I think it is very 
important. * i 

Most of our skilled people are good, solid, substantial citizens. 
They are married, they have a family, and have responsibilities. And 
they want to carry them out, and they are going to carry them out, 
and they are carrying them out by getting out of the service. 

Mr. O'Hara. I returned to the subject, General, because when 
Mr. Rains asked you the question your reply gave the impression that 
you thought it was one of many factors, and perhaps one of the minor 
factors. You didn’t mean that, did you? 

General LeMay. I don’t consider it a minor factor ; no, sir. 

Mr. O'Hara. I was also impressed when we were at your command 
hase, with your statement that you would have at least 2 hours advance 
notice of an air attack, and it would take at least an hour to get the 
officers and men on the planes because of the transportation distance. 
Do you recall that statement ? 

General LeMay. Yes, sir; we must be ready te go into action at a 
moment’s notice, and our tactical warning is ‘getting shorter and 
shorter. People must be adjacent to their airplanes if they are going to 
he able to reaet in time, and certainly living away over on the other 
side of town is not good enough, and if they have to live three towns 
over they haven’t got a chance. 

Mr. Wipnati. Will the gentleman yield / 

Mr. O’Hara. Certainly. 

Mr. Wipnatt. General LeMay, if that is so why has your command 
countermanded previous orders and allowed people to live off base 
when there have been facilities available on the base ¢ 

General LeMay. Beeause there is a limit to what my personnel can 
stand. There isa limit to it. There are so many other things that I am 
driving out of them that I add it all up to porduce the best eombat 
potential Tean. That is the reason I did it. They are gone from home 
half the time, they work long hours when they do work. How mueh 
ean you grind out of these people for the salary you are paying them ? 

Mr. Wipnatt. Why is it that, in the cases where vacancies have been 
created in Wherrys, because of that, that it has been possible to fill the 
Wherrys with civilians who come in and live on the base. 

General LeMay. I know of no place where that has happened. 

Mr. Wipnatt. Isn't that true of MacDill? 

General LeMay. I think the last time I looked at it they had less 
than a half dozen civilian families living on the base. They won’t do 
it, either. They won’t pay the price, either. 

Mr, Wipnatu. I understand there are a hundred families living 
down there at MeGill. 

General LeMay. That is not true. It was not true 2 or 3 weeks ago 
when I had a look at that particular oe we 

Mr, O’Mara. Your recommendation, General, is that where military 
housing is needed bids should be sought and the low bid should be 
accepted, without any limitation ? 

General LeMay. Providing it is within the limits of the law; yes, sir. 
That will save us time in getting these houses built. 

Mr. O’Hara. We are interested in getting housing within the 
means of the middle- and low-income groups, and we are finding that 
it is difficult for private industry to produce homes, certainly in the 
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area where I live, for less than twelve or thirteen thousand dollars. 
Do you think that the military should not be required to get houses 
at a figure at which private citizens cannot get them; is that generally 
your thought ? 

General LeMay. I am not sure I understand your question—I agree 
with you that in many areas you cannot build a decent house for 
$13,000, and regardless of where we are located we should build a house 
that is decent enough to live in, regardless of what the cost itself is. 
Or we should move somewhere else. 

If we are going to require a man to live there, it is not his fault that 
building costs are high in that area. He should have a house to live in 
at a price that the salary we are paying him will permit him to rent. 
And I think we are going to have to raise the limits on these houses 
so that they can be built in these areas where our people are stationed. 

Mr. O’Hara. And you think all of that is a factor in the per- 
centage of reenlistment ? 

General LeMay. I do. 

Mr. O’Hara. That is, that we have two alternatives: Either we 
can have a flexible scale of prices, that is the prices of homes being 
determined by the prices of construction in a given locality, or else 
we must station our military installations in areas, exclusively, where 
the cost of construction is low? 

General LeMay. That is correct. And you cannot do that because 
the military requirements are such that you cannot put all your in- 
stallations in areas where building costs are low. 

Mr. O’Hara. Now, to return to the matter that Dr. Talle men- 
tioned, that you had some steel barracks—as I recall it, it was a 
pouring process—those steel barracks you showed us? 

General LeMay. No, they are not prefabricated. The construction 
is structural steel members. The framework is structural steel. The 
walls are steel panels filled with fiberglass, and they are just clamped 
in place, and go up very quickly. However, the final product has the 
same heat factor as a brick wall. It is good permanent construction. 
It is not prefabricated at all, except the panels are made at a dozen 
steel mills throughout the country. But it is not prefabricated in the 
usual sense. 

Mr. O’Hara. Well, those barracks greatly impressed all the mem- 
bers of our subcommittee, and we thought that you had possibly a 
pattern there. That was your suggestion, was it not? 

General LeMay. Yes, sir; it was. The men liked them very well. 
They are very livable barracks. They are all very much pleased with 
them. But we don’t seem to be able to get any more of them. 

Mr. O’Hara. Why. 

General LeMay. I have never been able to find out. Nobody has 
been able to give me a good reason for it. I have had many reasons 
given. One was that there is a steel shortage. Another one is that 
you couldn’t control your people if you had two men in a room. 
Another is that the floor space is not as big as in a wooden building. 
Another one is that consolidated latrines are cheaper than those built 
between each 2 rooms in our barracks, and many other reasons that 
wens make any sense to me, and didn’t make any sense to my airmen, 
elther. 

Mr. O’Hara. Those living in those barracks enjoyed the accommo- 
dations, didn’t they ? 

General LeMay. They liked them very much. 
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I think the committee when they were out there had an opportunity 
to talk to some of the people who were actually living in the build- 
ings. 

Mr. O’Hara. They were so comfortable that I thought for the 
moment of resigning from the Congress if my age would permit my 
acceptance by the Air Force. 

There is no steel shortage at this time, is there? 

General LeMay. No, sir; there is not. 

Mr. Apponiz1o. I recall being out there and questioning some of 
those men, and I remember very vividly that they liked those bar- 
racks immensely. These were some men who had served in other areas, 
and certainly had lived under other conditions, and I just can’t for the 
life of me understand why you cannot make some headway in that 
respect with the Department of Defense. 

, at LeMay. I have been fighting this battle for 5 years now, 
and I have about given up on this one. There are other things that are 
taking up my time now, and I can absorb only a certain number of 
battles at one time. 

Mr. Apponizio. You certainly would recommend that they look 
into that situation ? 

General LeMay. Yes, sir; I think that is a type of barracks that 
meets our needs better than any type I have seen. I think it is by and 
large cheaper. I think it is liked better by the men, and it is the best 
we could do for the money invested. 

Mr. O’Hara. Mr. Chairman, I cannot agree that he will ever give 
up on anything. 

The CuHarrman. Mr. Widnall? 

Mr. Wiwnatt. General LeMay, I think those of us who had an 
opportunity to visit many of the bases realize that there is an inade- 
quacy in housing, in many places, and that we need better housing. I 
am particularly interested in the statement that you make on page 6, 
that it is essential to provide housing for the lower grade airmen 
as well as for officers and upper grade airmen. 

In programing your Capeharts, what percentage would be for the 
lower grade airmen ? 

General LeMay. None. 

Mr. Wiwnatu. None at all? 

General LeMay. No, sir. 

Mr. Wipna.t. So that this very large construction program that 
we contemplate now, that will run into billions, actually will not take 
care of the low-grade airman ? 

General LeMay. It will not. 

Mr. Wiwnatt. I think it is unfortunate that there has been some 
propaganda created among the services that they are going to take 
care of the lower grade people through this program. It has been 
used to build up some sentiment for it. Certainly they need help just 
as much as the other grades. 

General LeMay. There is no authorization that I know of, in my 
program, to take care of the lower grade airmen. 

Mr. Wipnaut. I find myself very confused with respect to this 
Wherry program. Now, as I understand it, originally the military 
certified to the need for the number of units; isn’t that so, certified the 
need of the number of units? 

General LeMay. That is right. 
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Mr. Wipnat. They selected the location and fixed the rents? 

General LeMay. They don’t fix the rents. The military does not 
fix the rent. 

Mr. Wiwna.t. The rents were fixed by the FHA? 

General LeMay. Yes, sir. 

Mr. Wipnatt. They control the size and type of unit? 

General LeMay. The military has no control over it, no. 

Mr. Wipnatt. And the design ¢ 

General LeMay. No. 

Mr. Wionatt. As I understand it, they originally did. 

Colonel Dryer. They did in Washington, but we did not. It was 
within the $9,000 limitation. 

General LeMay. The project was built within the $9,000 limit, and 
that determined the size that you could build for that price. 

Mr. Wiwnatu. But the military didn’t come back and say that the 
amount allocated was inadequate, did they ? 

General LeMay. Well, I certainly did. I don’t know whether it 
got clear up to Congress or not. 

Mr. Wipnatt. What bothers me about this, General, is that | 
think there is some obligation toward the Wherry sponsors, who 
came in at the request of the military to help with the military pro- 
gram for housing, to do something for them. If we are going to 
create another program it can cause complete vacancy in their units. 

Now, specifically, take the Air Force base at Tampa. There were 
two projects down there, as I understand it. The original was 550 
units. Were they satisfied with the 550 when they were built? 

General LeMay. I don’t think anyone was much satisfied—I am 
speaking in generalities now. The project down at MaeDill is one of 
our better Wherry projects. It is one of our better ones. They were 
satisfied to start with beeause that is the best place they could find 
to live around there. Since then building has buenast in Tampa it- 
self, and they can now find better places to live, in town, for less 
money. And they are not so much dissatisfied with the quarters at 
MacDill as they are dissatisfied with the rents. 

Colonel Dryer points out we consider our Wherry housing as assets 
a we consider requirements for additional housing under title 

ITI. 

Mr. Wipnat. Of course you can override that if you decide that 
military necessity is such that you need so many more on base; isn’t 
that so? 

General LeMay. In no case has that been done, that I know of. 

Mr. Wipnatt. Isn’t it true, General, that in the average instance, 
given the opportunity, that any of these people would prefer to have 
their own family unit off base rather than on base? 

General LeMay. Yes, sir; I think that you can find a few people 
who would rather live off base, in their own house, that they own, 
rather than on base. But I think that is unusual. Most people do 
not want to be bothered with the responsibility of owning a house 
and having to sell it when they move, and things of that sort. 

“es think most people weed much rather live on the base than off 
se. 

Mr. Wiwnatt. The point I am getting at is this: It is within the 
power of the commander of a base to either make or break a Wherry 
unit, by reason of a base requirement, living on base or off base. 
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| General LeMay. I don’t follow you on that. 

& Mr. Wmwnauu. Originally, within your own command, wasn’t it 
required to live on base, in a number of areas, where Wherry housing 
was available ? 


5 General LeMay. Yes, sir; but I doubt my authority to force anyone 
§ to live in a Wherry project. I don’t think I ean legally do it. I 
could say that I encouraged them to live there, and suggested that they 
‘ do it. Especially those people in key positions. This only applies to 
. two places, in my command: At every other place the Wherry housing 
i is packed. ‘There is never a vacancy. Because there is no place else 
z to live: So we don’t have the trouble. They will take the substand- 
a ard stuff rather than not have any place to live, and not be able to 
; be with their families. 

4 We are talking really of 2 places, 1 at MacDill, and one at Tuéson. 


They are not living there because they can get better housing down- 
town. I don’t know where you got your information on the large 
number of civilians moving out there. That has not been the case. 
There were a number of ball players who lived in the Wherry project 
at MacDill during the training season, but 3 weeks ago they were down 
to about a half-dozen civilian families there. That is my informa- 
tion. 

So the thing is they can get better housing than the Wherry housing 
provides, off base, for less money. That is the reason they want to go 
off base. Well, it is their money they are spending, and in my opin- 
ion I don’t have the legal authority to tell them where they are going 
to spend their money. 

Mr. WipnaLu. At the same time you are stressing in your testimony 
the importance of having key personnel on base in the case of a red 
alert. 

General LeMay. That is right. I am doing everything I can to 
encourage that, but, as I say, there are many things that you have got 
Fi to get out of these people, and all of my actions are aimed at produc- 
« ing the best overall combat capabilities. 

% Mr. Wipnatt. In the case of appropriated housing, though, you 
would expect them to live on the base, and wouldnt’ give them the 
rs option ? 

General LeMay. In that case I have legal authority to require 
them to do it. 

Mr. Wipnati. Don’t you believe that the housing could be put to 
the best use if the Government controlled all the quarters? 

General LeMay. I would prefer if we could get adequate houses 
built, to have all appropriated housing, on the bases, where we could 
contrel it. But I don’t see any possibility of coming anywhere close 
ff to getting the amount of money appropriated necessary to carry 
’ out the ‘ob. And, by and large, we are getting a better house to live 
in out of this title VIII house now, the Capehart house, than we are 
out of the appropriated house. It is a better house. 

Mr. Wotcorr. Will you yield? 

Mr. Wiwatt. I yield. 

Mr. Woxcorr. You say you have the authority, General, to compel 
them to live on base with Capeharts? 

General LeMay. After we take over the mortgage; yes, sir. It is 
the same as public quarters. 

The CHairman. Mrs. Griffiths? 


a eee 


”) 


vet 





—T ” Oi y oF ne 
Sei Maa lin entas Rs ata 

















596 HOUSING ACT OF 1956 


Mrs. GrirriTus. No questions, Mr. Chairman, but I would like to 
say, General LeMay, that as long as an Air Force is a necessary part 
of the defense of this country I think we owe these men something 
better than foxholes to live in. 

General LeMay. Thank you, Mr. Griffiths. 

The CrHatrman. Mr. Betts? 

Mr. Berts. I have no questions, Mr. Chairman. 

The Cuatmrman, Mr. Ashley ? 

Mr. Asutxry. No questions, Mr. Chairman. 

The CHairMan. Mr. Mumma? 

Mr.  waieaias General, these $16,500 homes, are they single occu- 
pancy 

General LeMay. I didn’t understand you. 

Mr. Mumma. Are the $16,000 homes that you talked about single 
occupancy homes, single houses ? 

General LeMay. I don’t think they have to be single houses in every 
case. I think it is desirable to have a single house, where possible. 

Mr. Mumma. In other words, does it depend on the grade, as to 
what kind of a house you get ? 

General LeMay. I think it depends on the area you are in, the 
terrain you are building on, and many features. But I think it is 
perfectly normal for everyone to want their own house. They only 
accept living in a duplex or some of these four-unit buildings where 
they have to. I know I personally would prefer to live in a house 
of my own rather than in a duplex, or something else. 

Mr. Mumma. Of course a large percentage of this program would 
be multiple unit ; wouldn’t it ? 

Colonel Dryer. We have as high as sixplexes on some of our bases. 
Weare forced to that situation by the cost factor. 

Mr. Mumma. There is where I imagine you get the difference be- 
tween a thousand dollars beyond the 5-foot line and the $3,500. 

Colonel Dryer. That cuts back on the site development materially, 
when you go into sixplexes; yes, sir. 

Mr. Mumma. That isall. 

The Cuarman. Mr. Vanik? 

Mr. Vanrk. I would like to ask the General, of the total Wherry 
housing affecting your command, what percentage of Wherry occu- 

ancy is more expensive than for comparable units off the military 
ane percentagewise? Could you give us that? 

General LeMay. Say that again. 

Mr. Vani. Of the total Wherry housing affecting your command, 
what percentage of Wherry housing occupancy is more expensive 
than comparable units off the military bases? You named two points, 
Tampa and Tucson. What are the figures percentagewise ? 

Colonel Drrzr. I don’t know whether I can give you that in terms 
of percentage, or not, sir, but at MacDill, in the title VIII housing, 
we have 800 units. 

Mr. Vanrx. What is the vacancy at MacDill, percentagewise? 

Colonel Dryer. I don’t have the vacancy factor there. I don't 
know how many of those units are vacant. At the other we have 550 
units. So they are the number of units overall that are being affected 
by the factor you just mentioned. 

General LeMay. To answer your question, I think that in only two 
places will you find the rent cheaper than the Wherry rent, because the 
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law of supply and demand comes in to play there. Everywhere else 
there just isn’t enough housing. So that Wherry housing is all full, 
and the demand is high downtown, so I imagine the rents are higher 
than in the Wherry or just as high, at any rate. 

(For data submitted on above questions, see p. 608.) 

Mr. VantK. I yield to Mr. Wolcott. 

Mr. Woxcorr. General, or Colonel, I understand that spot checks 
on vacancies have been made. I wonder if the general or colonel 
would put into the record the vacancy ratio at MacDill, of these 800 
units. 

Colonel Drrzr. I will get that information. I do not have it now. 

Mr. Vanix. If that is going to be provided later, is it possible that 
we have a complete tab on the Wherry housing as it affects your com- 
mand and have it in the record ? 

Colonel Dryer. Do I understand you correctly that what you want 
us to furnish is the total number of Wherry houses we have? 

Mr. Vani. Affecting your command and the precentage that is 
more expensive than offbase housing. 

Colonel Dryer. Regardless of whether they are vacant—— 

Mr. Vanrx. Yes. 

Mr. Wiwnatu. Would you also clarify that situation at MacDill and 
make a check on the number of civilians housed in the two Wherry 
projects ¢ 

Colonel Drrsr. Very well. 

(The data requested above is as follows:) 

TaMPA Bay GARDENS, 


MacDirtzt Arr Force BasE, 


Tampa, Fla., May 25, 1956. 
Hon. Brent SPENCE, 


Chairman, House Banking and Currency Committee, 
Washington, D. C. 
Dear Srr: Testimony of Lt. Gen. Curtis LeMay, USAF, before the House 
Bank and Currency Committee regarding civilian occupancy at this Wherry 
project has been brought to our attention. 


Our occupancy record yesterday, the date of the general’s testimony, is as 
follows: 








po aR PEE Bat cot Ue ee ee eee ce 682 
Other tenants fas BL ea ee 2 ee ee ee 103 
BE ES ee ee Se ee ee ee ee eee eee eee 15 

iain incon bilge iminaioongesanallainies 800 





Very truly yours, 
A. G. McCarrny. 

Mr. Vantx. I would like to ask the general one more question, 
and this ties in to Mr. Widnall’s question, and it relates to the prefer- 
ence of the man in the service. 

I was just wondering whether there was something in the tensions 
of your kind of work, and if these tensions could be better released 
if these people could work on their own homes. I know I get a tre- 
mendous amount of relief in working on my own property. I wonder 
if there isn’t a psychological benefit to the man in the service if he 
has the ability to go home and work on his own place. At the same 
time we increase the military housing on bases, shouldn’t we at the 
same time increase the inducements for homeownership as close to the 
base as possible? 

General LeMay. Would you feel the same way if you had to move 
out of that house every year? 
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Mr. Vanrik. Well, we in Congress sometimes do it every 2 years. 
I think that most of us here have no longer lease on life and a great 
many Congressmen find homeownership very important. 

General LeMay. You are in a different salary bracket, however. 

Mr. Vanix. Well, General, perhaps you should have a report on 
our net. 

General LeMay. All right. I will match savings with you. 

Let me give you an example of what I tried to do along this line. 
We moved in a new base at Lincoln, Nebr. We had a housing prob- 
lem. At that time Congress had just passed the bill making all of 
us who stayed in service eligible for the GI bill of rights. Up to that 
time we were not veterans so we could not borrow money and buy 
a house. They changed that, so that those who remained in the 
service could then get a guaranteed loan and build a house under 
the GI bill. 

We made arrangements with the officials and the city of Lincoln 
to get some builders interested, an area was set up, and to build some 
houses which we hoped our people would buy. We had an unusual 
condition here, that we were moving a unit ito that field that was 
already organized. It was one of the units we were bringing back 
from Korea. 

So we got everything ready, with architects’ drawings of the 
houses, the areas, everything in color, a good display, and took it over 
to the Far East to show our people and said, “Now, look, here is what 
you can do. If you can get $500 together you can build yourself a 
house here and you will have a place to live at your new station.” 
They didn’t buy it. They built the houses, but the civilians in town 
bought them, and then they rented their old ones. That is the sit- 
uation. 

Generally speaking, they do not buy houses. They want to rent. 

Mr. Vanrx. Have you ever conducted a survey of the personnel to 
make a determ:nation of their preferences, if we had adequate housing 
available ? 

General LeMay. Not along those definite lines, no. 

Mr. Vanix. I was merely trying to determine preference. 

General LeMay. But I can tell you what it will be. The answer is 
that they would prefer not to own their own homes because of the fact 
that they move so much. 

Mr. Vanrx. Thank you very much, General. I am generally in 
support of the amendments you desire. 

The Cuarrman. Mr. Hiestand ? 

Mr. Hrestanp. I think we should compliment the general on the 
effectiveness of his testimony. We normally could expect, of course, 
appreciation of this morale factor from an officer of his rank. How- 

ever, this testimony is very convincing to many members of this com- 
mittee, and I am gortuinly happy to have sat in on it. 

The CuArrman. I think you are a fine representative of the Air 
Force, General. 

General, how far does the quarters allowance permit the officers to 
obtain offbase housing? Do they have to supplement it by their 
salaries? 

General LeMay. All of us have a rental allowance that we get in 
case we are not furnished public quarters. 
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Do you mean if that pays for the cost of the rental? I am not sure 
{ understood your quention; sir. 

The Cuarrman. I wanted to know if, to secure adequate quarters, 
it was often necessary for the officers to supplement their quarters 
allowance, or if the quarters allowance was usually sufficient to obtain 
offbase housing ? 

Genera! LeMay. I would say by and large that it doesn’t quite pay 
the bill. 

Colonel Dryer. It costs me about $30 a month more than my rental 
allowance for my house. I bought one, incidentally. And when I 
rented in town a year prior to that it cost me about $30 more plus 
my transportation, 11 miles from the base. 

The CHarraan, Is that condition general? Does that prevail at 
most installations ? 

General LeMay. I think it is generally true. You cannot rent a 
house and pay the additional expense in heat, utilities, transporta- 
tion, and things of that sort, with your rental allowance, 

Mr. Mumma, Where is your home, Colonel Dryer? 

Coloned Dryzr. Omaha, sir. Bellevue right now. 

The Cuarrman. Are there further questions? 

Mr. Murer. Mr. Chairman. 

The Caairman. Mr. Multer, 

Mr. Muurer. General, I don’t mind saying that when I found things 
wrong in the Department of Defense I was one of the first te talk up 
and say so. I want to take this opportunity to say that I am very 
happy at the things I have seen and learned as I went through many 
of the bases under your command. I am very happy to say that I have 
learned that from the lowest rank to the highest rank under your 
command they have the utmost respect for you. They know that not 
only de you know all the military aspects of your job, but also what 
their morale requires. I am very happy that you were able to come 
in here and tell us the story that you have told us. 

I would like to ask this one question: Are you doing everything 
that is feasible and practicable and in complete accord with all the 
military requirements to keep men as long as possible at 2 single base ¢ 

General LeMay. Yes, sir; I am doing everything that I can, in my 
command. You must remember that I don’t have full control over 
everything that happens to my people. I have to furnish replacements 
on order from the Air Staff, for overseas assignments, and things of 
that sort. But we are doing everything that we can to keep from 
moving people around. 

Mr. Mutrer. Thank you, sir. 

The Cuarrman. | know I express the sentiment of the whole com- 
mittee when I say thank you for your testimony, and I am sure it will 
have great weight with the committee when it goes into executive 
session. 

You may stand aside, General. 

General LeMay. Thank you, Mr. Chairman. 

Mr. Taute. Mr. Chairman, I was requested by Mr. Nicholson to say 
that he regrets not being able to be present this morning because of an 
urgent matter requiring his presence in the Public Works Committee. 

The Cuarrman. We will now hear from Members of Congress. 

Mr. Holtzman, will you come forward, please 

Mr. Hourzman. Thank you, Mr. Chairman. 
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STATEMENT OF HON. LESTER HOLTZMAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Hoitzman. Mr. Chairman and members of the committee, first, 
I would like to express my appreciation to you for granting me an 
opportunity to appear before you to testify in behalf of H. R. 4443, a 
bill I introduced dating the last session, which would reduce the pre- 
mium rates for FHA insurance on cooperative housing from one-half 
of 1 percent to one-fourth of 1 percent. 

I realize that the Housing and Home Finance Agency has not re- 
ported favorably on this legislation, indicating that it is the Agency’s 
view that the amount of mortgage insurance premium should be di- 
rectly related to the risk involved and the adequacy of the various 
insurance funds set out in the National Housing Act. The Agency 
also states that from their experience they have found no evidence 
which would indicate that the risk involved in the case of cooperative 
housing is any less than the risk involved in the other insurance pro- 
grams administered under the National Housing Act, or that the 
insurance fund for cooperative housing is of such a nature that a re- 
duced premium is warranted. 

However, I would like to point out a few facts. Since the end of 
the war there has been a very critical shortage of housing for the 
middle-income group, many of whom are veterans. Section 213 of the 
Housing Act was designed to fill the gap between public housing for 
the low-income groups, and private homes and luxury apartments 
for the high-income groups. Unfortunately, as we have learned, some 
builders were able to use section 213 for their own private gain, far 
in excess of a reasonable profit, to the detriment of the very people 
for whom section 213 was intended. The net result has been that in 
every section 213 cooperative which has been built, increases in carry- 
ing charges have occurred ranging from 10 to 30 percent and more, 
forcing many of our citizens, most of them veterans, to vacate their 
apartments because they were unable to meet these increased charges. 

The residents of the 213 cooperatives are deserving of relief. Prac- 
tically all of them relied upon the representations of the builders that 
the various cooperatives were under the supervision and guidance of 
the FHA, which implied that the FHA halt carefully scrutinized the 
proposed carrying charges and verified them. That, in fact, was not 
done, and it either should have been done, or the FHA should have 
forced the builders to represent the true picture of the co-op corpora- 
tions before the tenant-stockholders purchased stock and signed occu- 
pancy agreements. , 

One feasible avenue of relief for the section 213 cooperatives is the 
reduction of the FHA mortgage insurance premium from one-half 
to one-fourth of 1 percent per annum of the amount of the principal 
application of the mortgage outstanding at any time. _ 

Sxperience has shown that there have been practically no fore- 
closures of section 213 cooperatives, and thus the fund created by the 
mortgage insurance premiums has not been touched. It is reasonable 
and fair to assume that the continued prosperity of section 213 co- 
operatives and the nonexistence of foreclosures will continue. More- 
over, the fund created by the mortgage insurance premiums Is not 
an escrow or separate fund, but is part of the general funds of the 
FHA, not specifically designated to indemnify the Government in the 
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event it becomes liable, pursuant to Government-guaranteed mort- 
gages issued pursuant to section 213. 


Reduction of the mortgage insurance premiums as set forth in my 
proposed bill will enable all cooperatives built under section 213 to 
resist further carrying charge increases at no expense to the FHA, 
and without causing any detriment to that agency. 

The section 213 cooperatives have proven to be excellent insurance 
risks in the past, and the reduction in the present mortgage insurance 
premiums will be a tremendous help to the tenant-stockholders. The 
cooperatives have shown that with strong and intelligent management 


they have been able to operate and maintain their properties at a 
minimum cost. 


If the FHA had taken definite steps in the first place to protect the 
tenant-stockholders who bought into the cooperatives, the terrific in- 
creases in carrying charges would not have taken place. 

These people are entitled to our consideration and support, and I 
urge you to study H. R. 4443 carefully with a view toward reporting 
it favorably to the House of Representatives. 

In addition, I might suggest that you permit some of those most 
closely associated with the operation of these cooperatives to testify 
before your committee so that they can give you a true and factual 


picture of the problems faced by these projects under the present 
system. 


* That completes my statement, Mr. Chairman. 
I would also like to submit this letter for inclusion in the record. 
The Cuamman. That may be done, without objection. 
(The letter referred to is as follows:) 


New York, N. Y., May 21, 1956. 
Hon. Lester HOLTZMAN, 


House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN HOLTzMAN: AS chairman of the ‘“‘Conference of Presidents 
of Section 213 Cooperatives,” an association of the officers and directors of the 
housing cooperatives built in the metropolitan area in the city of New York 
under section 213 of the United States Housing Act, I urge your support for the 
passage of H. R. 4443, which is a bill to reduce the FHA mortgage insurance 
premium payable by these cooperatives from the present rate of one-half of 
1 percent of the balance of FHA-insured mortgages to one-fourth of 1 percent 
thereof. 

The mortgage insurance premium above referred to, is in essence, an insur- 
ance premium paid to the FHA for insuring the various mortgagees for mortgage 
money advanced to finance the construction of our housing cooperatives. Like 
any other insurance premium the same should be based upon the prospective 
losses which can be reasonably anticipated. 

It is the belief of the conference, that because the housing cooperatives con- 
structed under section 213 of the United States Housing Act are less susceptible 
to failure and insolvency than the other types of projects financed by FHA- 
insured funds, that the mortgage insurance premium should be reduced com- 
mensurate to the risk that is involved to the Government as an insurer. 

Notwithstanding that our cooperatives in the main have been builder-spon- 
sored, the history of these cooperatives, over the past 4 years, has demonstrated 
that the stockholders residing therein have proven their ability to successfully 
emerge from the turbulence incidental] to the initial occupany of their apart- 
ments and the surrender of control by the builder. These stockholders, by pro- 
ducing intelligent and energetic leadership, have been able to overcome certain 
initial problems so that they now have emerged as strong, well maintained, 
well managed, and well integrated housing communities. They have time and 
again demonstrated their ability to manage and maintain their properties at a 
cost far below comparable housing units which are privately owned. When 
we add to these savings the savings of the profit factor charged by landlords 
to tenants residing in privately owned units, we find that the housing coopera- 
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tive is in a most advantageous competitive position with respect to obtaining 
prospective stockholder-occupants. As a consequence, it is manifestly clear that 
our cooperatives, even during times of economic distress, will be able to com- 
pete suceessfully for occupants with privately owned housing units. ‘They there- 
fore are capable of minimizing and perhaps eliminating the probability of apart- 
ment vacancies and | ss of income whieh bring financial failure to housing devel- 
opments. 

Furthermore, these cooperatives have proven their ability to organize and to 
operate various educational and recreational facilities making their housing 
communities more desirable from a renting point of view than competing pri- 
vately owned heusing developments. 

For the reasons aforesaid it is obvious to us, that because of the economic 
advantages inherent in cooperative living, which Congress felt sufficiently vital 
to cause the enactment of section 213 of the United States Housing Act, that the 
premium charge-back by the Government for insuring mortgages covering our 
properties shouid be reduced to the limits specified in H. R. 44438. 

Respectfully yours, 
Leicn M. MEDINE, 
Chairman, Conference of Presidents. 


The Cierx. The next witness, Mr. Chairman, is Congressman Paul 
A. Fino of New York. 


STATEMENT OF HON. PAUL A, FINO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Frno. Mr. Chairman and members of the committee, I welcome 
the privilege and opportunity to appear before this committee in 
support of H. R. 4448 which proposes to reduce the premjum rates 
tor FHA insurance on cooperative housing to one-fourth of 1 pereent. 

I speak on behalf of 15,000 families residing in “213” cooperatives 


in the New York City area. Many of these famiiles are living in my 
Congressional District, and they are particularly interested in this 
proposal to lower the rate.of insurance premium from its present 
one-half of 1 percent to one-fourth of 1 percent, 

As you gentlemen well know, cooperative housing in New York 
City has made a more substantial contribution to the needs of the 
people for modest-priced homes than any other area in this country. 

While the intent of the law was to provide and encourage covop- 
erative housing ventures for veterans of the middle income group and 
to eliminate the speculative profits of builders by constructing these 
apartment houses under nonprofit cooperative organizations, we have 
discovered that not only the letter but the spirit of the law has been 
defeated. As the result of the uncovered scandal, we found out that 
cooperative tenants were made to suffer financially at the expense of 
unscrupulous builders who were able to reap “windfall profits”. 

As you gentlemen also know, as a result of a Senate investigatioi 
evidence was uncovered which showed that tenants were ist wll 
for construction costs; they are forced to pay unreasonable, high land 
rentals; high rate of interest on mortgage loans and last, but by no 
means least, high FHA mortgage insurance premium rates. 

While the Congress has given assurances that it intends to alleviate 
the possibility of recurrences of these incidents, the fact remains that 
the present cooperative tenants are still holding the bag. They are 
deserving of sympathetic consideration—they are entitled to prompt 
relief from some of these unrealistic burdens. 

I say to you gentlemen that H. R. 4443 is a step in the right direc- 
tion. It will grant some degree of financial relief to these people. 
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By reducing the premium rates on FHA insurance by one-fourth of 
1 percent it would mean a substantial savings to those people who 
are desperately in need of help. We all know that premium rates 
on insurance should be based on the calculated risk that is or may 
he involved. In this particular instance, not one substantial default 
among the many “213’s” has taken place, and I am positive that none 
are in immediate or future sight. 

If this bill H. R. 4443 is enacted into law, as it should, it would 
mean a great deal in cutting down the monthly charges of these co- 
operative tenants. It was the original intent of the law to help keep 
at a minimum the costs to cooperative tenants. Yet from the reports 
I have received from these tenants, they are experiencing the pay- 
ment of higher monthly charges than originally anticipated. 

I am sure you gentlemen will appreciate the fact that passage of 
H. R. 4443 will save these cooperative tenants a substantial sum of 
money. 

I am aware of the expressed opposition of the FHA to this type 
of legislation. These objections are readily understandable—no 
agency which draws from its receipts is expected to give approval 
to this kind of measure. After all, it would cut down its income. 
But that should not control the deliberation of this committee on the 
merits of this bill. If it has merits, which I assure the committee it 
has, then the committee should report it out favorably, notwithstand- 
ing the oppposition of any agency of Government. This is a humani- 
tarian piece of legislation which will help relieve a heavy burden now 
on the shoulders of cooperative tenants. 

In urging favorable consideration of this bill, I wish to state that it 
is the responsibility of this commiittee and this Congress to mete 
out justice—to weigh the merits of this legislation, and consider it 
solely on its merits, and not on the basis of selfish oppposition by the 
FHA. 

The Cuarrman. Thank you, Mr. Fino, we appreciate your views. 

The next witness is Congressman Latham of New York. 


STATEMENT OF HON. HENRY J. LATHAM, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Latrnam. Mr. Chairman and colleagues, I would like to urge 
upon the members of your committee that they very carefully and 
sympathetically consider the merits of H. R. 4443. 

This bill would reduce by one-fourth of 1 percent the premium rates 
for FHA insurance on cooperative housing built under section 213 of 
the Housing Act. ; 

There are several large cooperative projects in my district, the 
largest known as Deepdale Gardens, where the cooperative housing 
plan, outlined in section 213 of the law, has worked very well. Many 
families are living together happily in a modern, garden apartment 
project, which is cooperatively managed, supported, and maintained. 

To reduce the interest rate on the blanket mortgages covering tliese 
multifamily residences would ease the financial burden of the owners, 
most of whom are veterans. 

I would also like to point out that, as far as I know, there have 
been no demands on the FHA mortgage insurance funds to pay losses 
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as a result of operations under the 213 program. The mortgage guar- 
antee fund appears to be secure. But cost, to the owners, of mainte- 
nance and operation, as well as taxes, has steadily risen. __ 

Furthermore, it has been the contention of the owners of this project 
that the construction was faulty ; necessary repairs have already been 
made at a very considerable expense, and more are needed. I would 
like to suggegst that the passage of this bill would be one way to at 
least partially compensate for these unexpected costs, which were not 
contemplated at the time of the original purchase. 

I ask that the bill be reported favorably. 

The Cuarrman. Thank you, Mr. Latham. 

The Crerx. The next witness, Mr. Chairman, is the Honorable Jack 
Westland, of Washington. 


STATEMENT OF HON. JACK WESTLAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Westianp. Mr. Chairman and committee members, my name is 
Jack Westland, Congressman from the Second District of Washing- 
ton. I am appearing before you on behalf of H. R. 3718, a bill which 
I introduced to provide housing in Government low-rent projects for 
single elderly persons. 

H. R. 3718 would authorize the Public Housing Commissioner to 
enter into agreements with local public housing authorities for the 
admission of widows, widowers, or a single person 60 or over to fed- 
erally assisted low-rent housing projects. Under the terms of the 
bill their income must not exceed applicable income limits and their 


admission must not prevent or delay the admission of any eligible 
family to the project. Once admitted, the same conditions for con- 
tinued occupancy would apply as with respecto to family tenants. 

I do not believe it is necessary to belabor the point that there are 
more elderly people in our society than ever before. Statisticians 
have proven that longevity is steadily increasing. The percentage of 
aged persons in my State is increasing wT due to migration of 


families to the growing West and the healt ful, invigorating climate 
of the area. 

Statistics furnished by the Bureau of the Census conservatively 
estimate there to be at least 1,600,000 widows, widowers, and single 
persons in the country who could otherwise qualify for low-rent hous- 
ing if they were not single. While I have been unable to compile 
figures on a national scale to indicate the need these people have for 
low-rent housing, I have figures from my own district and the Puget 
Sound area which do indicate a grave need. Furthermore, they indi- 
cate that if my bill were adopted facilities would be available. 

We have Federal housing units in Seattle, Bremerton, and Everett. 
Managers of the units have reported that they have received numerous 
applications from single elderly persons, now barred from occupying 
Federal low-rent housing. 

For instance, in Everett, there are more than 1,000 single persons 
over 65 drawing old-age benefits who are desperately in need of ade- 
quate housing at low cost. They live in a relatively high-cost area on 
small, fixed incomes. The Government housing unit in Everett has 
100 single living units and the director of the Everett Housing Au- 
thority has stated that 35 to 40 of these are often vacant and would 




















HOUSING ACT OF 1956 605 


be available for widows or widowers or other single persons if they 
could legally occupy them. 

In one project in Seattle this year there have been almost 300 appli- 
cations from single persons, and the housing director estimates that 
there would be hundreds more were it not generally known that single 
persons cannot get in the projects. 

Of course, the question of availability of housing units is pertinent 
to this bill. My bill provides that single persons would have occu- 
pancy only when families are completely serviced and vacancies exist. 
In Bremerton, for instance, almost 10 percent of the units are vacant. 
This project has 280 single units out of 600 and could take care of 
many single elderly persons. 

The director of the Bremerton Housing Authority has written that 
finding living accommodations for aged single persons is a constant 
problem for the local welfare department. He further indicates 
that even though aged single persons have never been acceptable ap- 
plicants for public housing, his office receives from 2 to 6 inquiries per 
week from people newly faced with this problem who are unaware of 
the policy. 

Because the life span of United States citizens is increasing and 
there are additional numbers of widows due to the female of the species 
tending to outlive their spouses, I believe the housing problem of the 
single aged person will become more serious on a national scale in years 
to come. 

Providing facilities in federally operated housing developments 
would contribute an added measure of security and relieve hardship 
for older people now unable to find decent, low-cost housing commen- 
surate financially with their limited incomes. 

Since this bill does not call for construction of new units, but rather 
implements more advantageous utilizations of existing facilities, I 
believe it is desirable, both economically and socially, and respectfully 
urge your full consideration of its specifications. 

That completes my statement, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Westland. The committee will 
consider your views. 

(The following letter was submitted for inclusion in the record :) 

BRooKLyN, N. Y., May 21, 1956. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


Dear Sir: In a letter dated May 14, 1956, I was informed by Mr. Robert L. 
Cardon that because of the numerous requests received by the committee from 
people wishing to personally express their views during the hearings on housing 
legislation, it would not be possible to afford me an opportunity to appear before 
the committee in support of H. R. 4443. The letter stated that should I so desire 
I could submit a statement of my views and it would be made part of the record 
of the hearings. I am therefore taking this opportunity to urge favorable con- 
sideration of H. R. 4443 by the Committee on Banking and Currency. 

H. R. 4448 would reduce the FHA mortgage insurance premium from one-half 
to one-fourth percent on all mortgages which have been executed by cooperative 
housing corporations on projects built pursuant to section 213. 

: In 1950 section 213 of the National Housing Act, title 2, was passed. This see- 
tion made it possible to construct, with FHA-insured mortgages, nonprofit cooper- 
ative housing developments, the permanent occupancy of which was restricted 
to those owning stock in the cooperative corporation. In creating this law Con- 
gress aimed at alleviating the critical housing shortage which had hit the middle 
income group, particularly the lower middle income group, and especially the 
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veteran of World WarII. The administration of this legislation was undertaken 
by the FHA. At present the New York office of this agency has under its juris- 
diction about 85 projects built under this act in which reside approximately 
30,000 families totaling in the vicinity of 120,000 people. 

The purposes contemplated by Congress in enacting this law are enunciated 
in the United States Senate Report No. 1286 (U. S. C., Congressional Record, 
81st Cong., 2d sess., 1950, pp. 2100, 2102, 2103) : 

“* * * It is essential that every possible economy in financing, construction, 
and maintenance be translated directly into corresponding reductions in the 
monthly charges which the individual consumer must pay for that housing. * * *” 

And a further intent was: 

“Before any advances could be made, the Administrator would have to deter- 
mine that a borrower is a bona fide cooperative or nonprofit corporation whose 
methods of operation are such as will avoid the use of funds for any speculative 
purpose or the payments of excessive fees, salaries, or charges.” [Italic is my 
own. ] 

I am sure you are familiar with the many ways in which this intent was ig- 
nored, circumvented, and disregarded to the financial detriment of the individual 
consumer. To refresh your recollection I respectfully refer you to the testimony 
given on August 24, 1954, before Senator Prescott Bush by Mr. William F. Mc- 
Kenna, Deputy Administrator, Housing and Home Finance Agency, Mr. Leigh 
Medine, and myself. This testimony is contained in a volume entitled “FHA 
Investigation—Hearings Before the Committee on Banking and Currency, United 
States Senate, 83d Congress, Second Session, Pursuant to Senate Resolution 229, 
Part 2.” In essence, what this record reveals is: 

1. When the individual was sold his cooperative apartment, the estimated 
monthly carrying charge given to him was underestimated ; 

2. The builder by dominating and controlling the board of directors of the 
cooperative corporation was able to— 

(a) enter into a construction contract to build the cooperative project 
at the highest price permitted by FHA; 

(b) secure a ground lease in which the rent to be paid was based on 
a highly inflated land value; 

(ec) receive payment under the construction contract despite the fact 
that there was inadequate performance and variances, omissions, and 
deviations from the plans and specifications. 

As a result the individual cooperator has had his monthly carrying charge 
raised between 10 and 20 percent within a period of 2 years, and although some 
of the ealier developments were constructed less than 5 years ago, they are in 
danger of receiving further increases to meet the expense of correcting poor 
constructions. In Clearview Gardens where I live, $50,000 was spent in the 
past year for boiler repairs. Add to this the steadily rising cost of operating 
and maintaining the buildings, together with the increasing real estate taxes, and 
we find a point is being rapidly approached where the monthly carrying charge 
will be too expensive for the people who live in the projects and not attractive 
enough to induce the general public to buy into a cooperative of this type. 

Two graphic examples of the last-mentioned point can be demonstrated by the 
difficulty encountered in the Whitney Manor and Southridge in selling apart- 
ments. Both are new developments formed under section 213, as amended in 1955, 
and are endeavoring to secure sufficient buyers to start construction. Whitney 

Manor is located in Brooklyn, N. Y., and Southridge in Jackson Heights, Queens, 
N. Y. The estimated monthly carrying charge will average a little over $26 
per month per room and the investment required ranges from $190 to $230 per 
room. One of these projects has gone as far as to guarantee no carrying charge 
increase for the first 2 years of occupancy. Yet sales are moving slowly. It 
therefore becomes obvious that steps have to be taken to stabilize the charges 
in existing projects and to reduce them in future developments. 

One of the ways of accomplishing this is by the passage of H. R. 4443 which 
would reduce the FHA mortgage insurance premium from one-half to one-fourth 
percent. Taking as an example a cooperative which has a million dollar mortgage 

(a project of approximately 100 families), we find that this would reduce the 
monthly carrying charge $2 per month per apartment. This together with the 
unified effort of the developments to reduce the real estate taxes, and the indica- 
tion by FHA that after 3 years of operation a project can cease funding the gen- 
eral operating reserve, and the tendency of cooperatives toward using their mass 
purchasing power to effectuate savings in buying, will continue to make these 
developments the excellent mortgage insurance risks they have been to date. 
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The Federal Housing Administration is opposing this bill on the grounds that it 
has not had sufficient experience to justify the decrease in the mortgage insurance 
premium. 

An examination of FHA figures will show that 213 cooperatives have been an 
excellent risk insurancewise and that a very large surplus resulting from the 
payment by these projects has accumulated. As a matter of fact, this agency 
thinks so highly of this type of development that it is exploring the possibilities of 
converting some of the defaulted 608 developments into cooperatives. 

The only cause that can result in a mass default in the cooperatives is an eco- 
nomic recession. Should this occur the FHA insurance fund would be inadequate 
to meet its obligations in the same manner as any insurance company if it had to 
pay claims on most of its policies at one time, or any bank if most of its deposi- 
tors withdrew their money simultaneously. For the isolated instances of de- 
fault, a one-fourth percent insurance premium will be adequate to meet the 
situation. 

In objecting to H. R. 4443 the FHA conveniently ignores the fact that the neces- 
sity for the passage of this legislation is the result, in a large measure, of its lack 
of interest in protecting the consumer who bought into the now existing coopera- 
tives. In testimony given before the Senate Banking and Currency Committee 
previously mentioned by me in this letter, Mr. William F. McKenna stated: 

“It is our feeling—and I think it is factual based on the investigation—that the 
people who live in these cooperative apartments have suffered a burden because of 
the way the program was administered in New York. 

“We believe it is clear that the conflict of interest between FHA officials and the 
work they were supposed to perform has contributed to that burden” (pp. 
136-137). 

iir. Leigh Medine testified : 

“That to me was clear evidence of not only a lack of adequate supervision or of 
negligence on the part of the Federal Housing Administration but a definite, di- 
rect way of saying, ‘we want to support the builder’ ” (p. 1214). 

Another argument against H. R. 4443 is that cooperative apartments are cheaper 
than those in comparable conventional buildings. This reasoning ignores the en- 
tire purpose of section 213 and that segment of the public interested in living in 
this type of development. 

A check of the credit statements submitted by the people now living in the vari- 
ous projects will reveal, in the main, that their income ranges between $5,000 and 
$7,500. An eXamination of the records of the new developments now in the proc- 
ess of being sold, namely, Whitney Manor and Southridge, will show these same 
facts. It, therefore, becomes obvious that cooperative housing is attractive only 
to people within this income bracket and who, as a group, have been the greatest 
sufferers of the housing shortage. The noble intent and purpose of section 213 
will be defeated and negated unless Congress and the FHA keep one primary 
thought in mind, that this law can only serve its purpose by making available 
healthy, wholesome housing accommodations for the lower middle income veteran 
and his family. The FHA policy of charging an excessive mortgage insurance 
premium and sitting on a large surplus is not helpful or conducive to attaining 
these goals. 

Many segments of our national population and foreign nations are receiving out- 
right gifts from our Government as forms of assistance. The cooperatives are not 
asking for charity. They are requesting a reduction of a mortgage insurance 
premium that is excessive. The savings realized by this reduction, together with 
their own efforts in the economical management and operation of their individual 
projects, will continue to make these developments the excellent insurance risks 
they have been till now. 

Therefore, the Coordinating Council of 213 Cooperatives respectfully urges that 
H. R. 4448 be considered by the Committee on Banking and Currency and the 
committee recommends to the House of Representatives that this bill be made into 
law. 

Very truly yours, 
Simon GALLet, 
President, Coordinating Council of 213 Cooperatives. 


The Cuamman. The committee will recess to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:25 a. m., the committee adjourned until Friday, 
May 25, 1956, at 10 a. m.) 





608 HOUSING ACT OF 1956 


(The following was later submitted for the record :) 


The number of Wherry units and percent vacancy of Wherry units 


Number of Wherry units in SAC 
Number of vacancies in Wherry housing (1 percent) 
Number of units occupied by civilians 
Number of units occupied by Government civilian employees 
There are five bases at which offbase housing is comparable to but rents for 


less than Wherry housing. The Wherry housing at these bases constitutes 23.3 
percent of all such housing in SAC. 





Approximate 
wh | Number of 
as Vherry | comparable 
nen units | units that rent 
for less than 
Wherry 





Bergstrom Air Force Base, Austin, Tex.................-..--.-----..--..--- 
Castle Air Force Base, Merced, Calif 2. 

Hunter Air Force Base, Savannah, Ga____._..........-..----------- 
MacDill Air Force Base, Tampa, Fla 

Travis Air Force Base, Fairfield, Calif 


1, 350 
150 








Breakdown of Wherry housing at MacDill: 


Number of vacant units (2 percent) 
Number of units occupied by civilians 


Retired military families 

Families of military personnel stationed overseas or deceased 
Government employees 

Non-Government employees 

Wherry employees 











There is no offbase housing at Davis-Monthan Air Force Base, Tucson, Ariz., 
comparable to Wherry housing that rents for less than Wherry. However, of 
the 997 title [IX housing units in the area, 209 are vacant. 
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FRIDAY, MAY 25, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Paul Brown presiding. 

Present: Messrs. Brown, Rains, Wolcott, Talle, Kilburn, and 
Hiestand. 

Mr. Brown. The committee will come to order. 

We have with us this morning the Honorable Robert Jones from 
the State of Alabama, one of our most outstanding Members of Con- 
gress, and he is here to discuss the farm-housing program. He has 
done more in this field than any man I know. 

We are delighted to have you, Mr. Jones. 


STATEMENT OF HON. ROBERT E. JONES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Jones. Mr. Chairman and members of the committee, I am 
here this morning to testify in behalf of the extension of title V, the 
rural housing section of the general housing bill. This section was 
first included in the Housing Act of 1949. Since its operation, Mr. 
Chairman, I don’t know of any program that has been more success- 
ful or that has been better received by the peeople than the Rural 
Housing Act, which is attested by the fact that the repayment sched- 
ule is higher than that of any other lending operation of the Federal 
Government. 

I think at the present time the ratio of repayment, is approximately 
106 percent. 

For the last 2 years, Mr. Chairman, there have not been funds made 
available for the rural housing program. 

Mr. Brown. Why is that, Mr. Jones? 

Mr. Jones. For one thing, the FHA or the Farmers’ Home Ad- 
ministration, has urged upon the committee the transfer of their ac- 
tivities under title V to the Bankhead-Jones law, and therefore, the 
reports which have been submitted to the committees, both House 
and Senate, have come after the appropriation bills have been passed, 
and immediately before the expiration of the extension of title V. So 
it has been in the twilight zone, and therefore, Mr. Chairman, sub- 
sequently I want to discuss some changes that could be made to insure 
the continuation and the orderly processing of this program. 

Mr. Chairman, there is one item of tremendous importance in the 
testimony of the Farmers’ Home Administration before this com- 
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mittee. As I understand the testimony of Mr. McLeaish before this 
committee, he recommended that the rural housing activities of the 
Farmers’ Home Administration be carried out under the Bankhead- 
Jones Act. I think that would be a terrible calamity to the hopes 
and aspirations of those of us who want to see a substantial and a pro- 
gressive rural housing program undertaken by the Federal Govern- 
ment. 

In the first place, it would teave this committee without jurisdic- 
tion, and by leaving out title V, would then be incumbent upon the 
Farmers’ Home Administration to get further authorization and ex- 
pansion under the Bankhead-Jones Act. 

Mr. Rains. That is before the Agriculture Committee? 

Mr. Jonxs. Yes, sir, that is right. Therefore, I think that this 
committee, in estimating the overall need of housing, should not 
have taken from it the consideration of rural housing, because | 
am sure the committee, due to its long experience, its sympathy with, 
and its knowledge of, the housing program, would be divested of one 
of their firm and great responsibilities. 

There is a relationship between rural housing and the overal] 
housing program, and I am afraid that another committee not dealing 
with the subject would soon lose sight of it. 

Now, I am not being derogatory of the great Committee on Agri- 
culture. But this is the proper forum, in my opinion, in which hous- 
ing of all types should be considered, because, whether we realie it 
or not, when we fail to make provisions for rural housing, we are 
going to actually pay for housing for the rural people whether we 
like it or not. Because we have seen the mass exodus of people from 
our farms, and going to urban communities, and there they are 
creating housing needs, which this Government and this committee 
is endeavoring to provide, for these transients moving from the farms 
to the city. 

I can think of no more compelling reason than just the fact that 
we are losing people from the farms. I don’t blame the farm people 
for leaving the farms. Their leaving is due to low income, lack of 
proper housing, and in this day and age, Mr. Chairman, I don’t 
think that the farm people are going to suffer by remaining on the 
farm if conditions are not conducive to a cultural and social order 
that would be in keeping with what they see in urban communities. 

Mr. Chairman, this program has worked successfully. As far as 
I know it has not failed in any respect. 

Mr. Brown. Have there been any losses under this program? 

Mr. Jones. My recollection is, Mr. Chairman, that there have been 
less than one-half of 1 percent of losses, and that the repayment 
schedule is 106 percent. As I said earlier in my testimony, the re- 
payment schedule on rural housing, under title V of this act, is 
Riphiey than that of any lending operation of the Federal Govern- 
ment. So it has proven successful and it has proven its worthiness, 
and I think that that, within itself, is a justification for the extension 
of title V. 

I would like to make this recommendation, since we have experi- 
enced the 2 years in which there has been no building under tithe FP 
that the act be extended for a 5-year period, in order that the Ap- 
propriations Committee and the Administration can make long- 
range plans in expectation of what will happen from year to year. 
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I do not believe that time is excessive, and I think it would bring 
about an orderly program. 

Mr. Rarns. It is my information that the Senate yesterday passed 
such an amendment in the housing bill. Is that correct, or do you 
know ? 

Mr. Jones. It was carried in the bill reported. Now, whether or 
not there was an amendment to the bill, 1 do not know, Mr. Rains. 

Mr. Rarns. I think it was. But certainly it would eliminate the 
pitfalls that we have suffered in the years 1953 and 1954, in not hav- 
ing appropriations. Under the Bankhead-Jones Act—I would like 
to point this out to the committee—in a 5-year period, there were only 
approximately $1714 million worth of loans made for housing. In 
less than 60 days, after the passage of title V, in the 1949 act, we 
loaned more money during that period than was loaned during the 
entire 5-year period under the Bankhead-Jones Act. 

So it seems to me that if we are going to be wedded to the objectives 
first set out in that act; namely, to create not only a desire on the part 
of the farmer to improve his housing conditions, but we would also 
stimulate those people who live on the farm, who are in a financial 
position to build better houses for themselves. So if we let this pro- 
cram lapse, if we do not have a firm commitment for the administra- 
tion of the program, with some expectation there will be, from year 
to year, a going and a dynamic housing program for rural people, 
| don’t think that we can expect the success of the program that we 
had hoped for. 

Mr. Brown. Mr. Wolcott, do you have any questions? 

Mr. Wotcorr. No, but I want to express my appreciation of what 
you had to say about the bill, Mr. Rains. 

Mr. Kitpurn. I want to say that I am delighted Mr. Jones came 
here to make his statement. He is a Member of Congress from the 
other side, for whom I have a great deal of respect and I am glad to 
have his views. 

Mr. Jones. Thank you very much. 

Mr. Ratns. I appreciate your coming here, Mr. Jones. Every- 
body knows of your active interest in this program, and I share with 
other gentlemen the feeling that you have done a good job in this 
field. 

I would like to point out, if I may, to the members of the commit- 
iee, and ask them if they get a chance, to read the hearings of the 
subcommittee held in the city of Birmingham, on the subject of rural 
housing. To my mind—in fact, I know—it is the only serious effort 
made by any committee to really portray the problem as it is, and 
to try to find some of the answers to the problems. Appearing 
Lefore that committee were Congressman Jones, Senator Sparkman, 
and other Alabama Congressmen, rural housing people from Auburn, 
which is the land-grant college, and other agricultural leaders who 
pointed up the sad fact that housing on the farms in America is 
actually worse than housing in the crowded cities of this country. 
| am talking about the general overall picture now. And the further 
fact that Mr. Jones knows so well that the farmer, in the housing 
legislation—and I say this as one who is interested in housing, as the 
other members of the committee are—has been neglected. 

Somehow or other, I don’t know where we will get the answer, but 
we need, Mr. Jones, to do something even bigger than envisaged by 
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title V in order to help the needs of the people on the farms for 
housing. 

Do you agree with that? 

Mr. Jones. Yes, Mr. Rains, I certainly do agree with you, because it 
is certainly going to take some dramatic action to bring about a reali- 
zation, on the part of the people, of the real slums that exist on our 
farms, and unless we give some thought and some action to the pro- 
gram to demonstrate to the farm people that the Congress is sympa- 
thetic not only to their agricultural problems, but to our way of life, 
then the farmer, through neglect of the Congress to do that, is going 
to get little warmth or satisfaction from expectations from some fu- 
ture help, and he is going to move from the farms, because unless we 
go about this farm problem and do something about it, we are going 
to wind up, before too long, in factory farms, and the economy of the 
farm today is such that we ought to make it as attractive as we possi- 
bly can for the small farmer. 

The loss of farm income, the losses of people from the farm due 
to mechanization, are some of the principal factors, but coupled with 
those principal factors is that a man living on a farm is not entitled 
to the same consideration that he would have if he moved to town, 
because he would immediately be able to get an FHA loan or a GI 
loan, and build a house which is comfortable and in which he could 
take some pride in ownership. Or we will move him to a public 
housing project. 

We must take this housing program and give it universal applica- 
tion, and see to it that the farm people get help as well as anybody 
else. I don’t think there is anything about the rural housing prob- 
lem that money won’t cure, and one of the things to do is to make it 
available in sufficient amounts to get a sufficient program in every 
geographical area in this country. 

Mr. Rarns. Testifying in this hearing in Birmingham were experts 
in the rural housing field from the land-grant college. I recall Dr. 
Fred Kummer, who is operating under some kind of a small research 
grant on rural housing, told the committee the story of being able to 
build truly good and comfortable houses on farms for the sum of 
$6,500 to $7,000. 

Do you think that, in addition to the funds which go into the pro- 
gram which you are talking about, that we need to carry forward a 
little more research by some of the colleges, perhaps, operating in the 
field of farm housing? 

Mr. Jones. As you recall, Mr. Rains, the first hearing that we had 
on title V, I recall the committee took great interest 

Mr. Ratns. That was in 1949? 

Mr. Jones. Yes, in 1949, took great interest in seeing to it that there 
was a provision written into the law which would authorize the 
Farmers’ Home Administration to make allocations of funds to land- 
grant colleges for experiments and research in farm housing. You 
will recall that Mr. Gamble, of New York, took considerable interest 
in that program, and I pointed out to the committee at that time that 
there were only two universities or colleges in the entire United States 
that had made any study whatsoever of the rural housing program— 
Cornell and the University of New York. And there had been some 
meager research work done by the Tuskegee Institute in Alabama. 
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I might say, Mr. Rains, in that connection, to bring to the commit- 
tee’s attention the fact that these rural houses are built—comparable 
houses to the city houses—are built at a considerably lower figure 
than those in the cities. 

The first rural housing loan, under title V, was made to a GI in my 
home county. As you recall, you were in attendance and witnessed 
the ceremonies of the granting of the first loan, and that young fellow, 
with his brother-in-law, who is an electrician, and his father-in- law, 
who is a carpenter, built a house for $4,300 that would sell for $12,0( 0 
to $16,000 in any urban community. 

As far as the farmer gets his money out of these loans, he gets a lot 
more than he would obtain under FHA. 

Mr. Brown. My recollection is that the second loan was made to a 
veteran in my district. I understand this young man has paid his off. 

Mr. Jonrs. Yes, sir, and you will recall, too, Mr. Brown, that had 
that house that we saw on that occasion, had it been built in Atlanta 
or Augusta, it would cost $5,000 to $6,000 more than it actually cost 
under the loan. That is true and characteristic of these loans. They 
have represented wise and prudent investments by the Federal Govern- 
ment. Not only has it been wise for us as a financial operation, but it 
has been prudent for us to improve the community values that a citizen 
would give with the pride of ownership of a home such as we saw 
those people move into. 

Mr. Rats. That is all. 

Mr. Brown. Mr. Hiestand. 

Mr. Hirestanp. Mr. Chairman, do I understand the witness has 
looked over the various amendments and corrections in the current bill 
to the 1949 act ? 

Mr. Jongs. No, sir; I have not examined the various bills. 

Mr. Hresranp. Well, they are simply increasing the limit and ex- 
tending the date. The date, however, the latest one mentioned, is 
1956. I take it that your recommendation for an additional 5 years, 
we would have to adjust this amendment. 

Mr. Jones. That was my recommendation earlier, Mr. Hiestand, 
that we have a 5-year program. It will eliminate the mistakes that 
we have made in the past 2 years, as I explained to the committee 
earlier, when the requests for appropriations usually reached the 
Congress along about the expiration date of the act, so consequently 
the Farmers’ Home Administration could not take it upon itself to 
speculate on what the Congress might do about the extension of the 
act, and, therefore, there was no budget request. 

To eliminate the discontinuance of the program, we have a recom- 
roy for a 5-year program, so as to make the terms fixed, so that 

he Administration can make its calculations of estimate of need and 
bor: a request of the Bureau of the Budget and have an orderly and 
successful program. 

If we leave it to catch as catch can, as we have in the last 2 or 3 years, 
I don’t think we are going to succeed with the rural housing program. 
We certainly don’t do it with the FHA, we don’t do it with any ‘other 
program, so I see no need for us to neglect rural housing. 

Mr. Hiesranp. My only comment, Mr. Chairman, is in line with 
those already made, that ‘the witness, for whom I have such a high 
regard, is very convincing in his testimony. 

Mr. Jones. Thank you, sir. 
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Mr. Brown. Thank you, Mr. Jones. We are very glad to have your 
excellent statement. 

Mr. Jonrs. Thank you, and I want to express my appreciation to 
the committee for receiving me. I did not go into the great need, 
because I have testified on numerous occasions before the committee, 
as to the need, of which I know you are well aware, and I hope that 
we can get the 5-year program. 

Mr. Chairman and members of the committee, I again thank you. 

Mr. Brown. We are very glad to have your excellent statement. 
You may stand aside. 

Call the next witness, Mr. Clerk. 

The Crierk. Mr. Chairman, the next witness is Honorable E. L. 
Bartlett, Delegate from Alaska. 


Mr. Brown. We are glad to have you, Mr. Bartlett. You may 
proceed. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE FROM ALASKA 


Mr. Bartietr. Mr. Chairman, members of the committee, my name 
is EK. L. Bartlett, a Delegate in the Congress from the Territory of 
Alaska. At the outset, 1 want to say that I appreciate the courtesy 
of the committee in hearing me at this time. 

My immediate interest lies in two subsections of section 201 of H. R. 
10157, and it is to those which I desire to address my remarks. 

The first is subsection 2, page 11, starting on line 9, the effect of 
which would be to lift the $15,000 ceiling on mortgages in Alaska, 
and also Guam and Hawaii, and in certain other circumstances and 
places. This is substantially the same language—although not iden- 
tical—to that which was adopted in the Senate bill, and I can state, 
from my personal knowledge, that insofar as Alaska is concerned, it 
is urgently needed. The present ceiling is one of the reasons why 
Vv irtually no home building is now proceeding i in Alaska. Under the 
Federal Housing program, the costs of construction, as all of you 
know, are so high in Alaska at this time, that $15,000 expended there 
does not even come close to doing the job that the same amount of 
money will do in any one of the 48 States. I hope and trust that the 
committee will approve that section and lift that ceiling so that more 
realistic figures may be established for building in Alaska, and also in 
these other areas, where likewise the cost of home construction is con- 
siderably higher than in the continental United States. 

Secondly, I should like to call your attention to that subsection on 
page 12 of the same bill, starting on line 19, and going through line 6, 
on page 13. The effect of that is that FNMA would be permitted 
to purchase mortgages under the special assistance programs up to 100 
percent of the principal amount. 

In this case likewise, similar but not identical language was adopted 
by the Senate committee in consideration of its housing bill. 

Mr. Rains. The language that is in 10157 on this, do you approve 
of that language, $15,000, for Alaska, Hawaii, and Guam? 

Mr. Barrierr. I approve of the language in the bill, yes. And I 
approve also of the language to which I just referred relating to pur- 
chase of mortgages under these special assistance programs by FNMA. 

However, I should like to add this: that I hope that this committee 
will adopt the Senate language in reference to that subject. The 
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Senate language has no such limitation as we find on line 6 of page 12 
of this bill, which would end the provisious of this subsection on June 
30, 1957. 

It seems to me that that simply isn’t quite enough time. I know in 
Alaska we will require considerably longer time. Frankly the situa- 
tion is this: We have banks in Alaska who are doing all they can in 
this situation and in other situations, but they simply don’t have the 
capital structures to permit them to advance the funds needed for the 
homes which are required in that very rapidly growing area. 

They can’t, they have discovered, turn that paper over to all their 
hanks in the Pacific Northwest, and the upshot is, that homes aren’t 
being built. This, although people want to build them and the banks 
want to make money available. And under these two subsections, to 
a very considerable extent, I believe—and my judgment is supported 
by correspondence with housing authorities, and bankers in Alaska— 
the log jam which now prevails in respect to home construction would 
be removed. 

I think, Mr. Chairman, that concludes my statement. 

Mr. Brown. Mr. Wolcott, do you have any questions? 

Mr. Wotcorr. No, but I am glad to have Mr. Bartlett with us here 
this morning. 

Mr. Brown. Mr. Rains. 

Mr. Rains. I have no questions, but I also appreciate your testimony, 
Mr. Bartlett. I wonder about continuing the special assistance pro- 
vram beyond a year. I dont know whether it would be wise to turn it 
loose over too long a period of time. We are supporting at par, you 
must remember, and the subcommittee was a little bit hesitant even 
recommending going on that kind of a situation very long. 

Mr. Bartuerr. I recognize the fact that your considerations have 
to do with a broader field than mine are immediately concerned with. 

Mr. Chairman, if I might, for one moment, I have a bill of my own 
before this very committee, H. R. 10365. It is simply a clarifying 
bill, which provides that under the act making public facility loans 
available, under title II of the housing amendments of 1955, that 
the term “States” means the several States, the District of Columbia, 
the Commonwealth of Puerto Rico, and the Territories and posses- 
sions of the United States. I thought that was taken care of in the 
act which became law last year. In fact, the reports on the bill in- 
dicated that Alaska, for example, would be considered as a State in 
respect to these public facility loans, and I was shocked to learn, 
2 or 3 months ago, that a ruling had been made downtown that that 
wasn’t the case. So I promptly got in touch with the Administra- 
tion, and discovered that on a legal] technicality they had been obliged, 
on account of the entire legislative history of this bill, together with 
an examination of reports from either side of the Capitol, that they 
could not construe the Territories to be included within the act. 

[ feel confident that that was not the intention of the Congress, 
and I hope that you might look favorably upon this clarifying bill 
which simply seeks to do that which I am sure you originally intended 
to do. : ; 

Thank you. 

Mr. Brown. Mr. Kilburn. 

Mr. Kiitnurn. No questions. 

Mr. Brown. Dr. Talle. 
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Mr. Brown. Thank you, Mr. Jones. We are very glad to have your 


excellent statement. 

Mr. Jones. Thank you, and I want to express my appreciation to 
the committee for receiving me. I did not go into the great need, 
because I have testified on numerous occasions before the committee, 
as to the need, of which I know you are well aware, and I hope that 
we can get the 5-year program. 

Mr. Chairman and members of the committee, I again thank you. 


Mr. Brown. We are very glad to have your excellent statement. 
You may stand aside. 

Call the next witness, Mr. Clerk. 

The Crerx. Mr. Chairman, the next witness is Honorable E. L. 
Bartlett, Delegate from Alaska. 

Mr. Brown. We are glad to have you, Mr. Bartlett. You may 
proceed, ; 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE FROM ALASKA 


Mr. Bartrierr. Mr. Chairman, members of the committee, my name 
is EK. L. Bartlett, a Delegate in the Congress from the Territory of 
Alaska. At the outset, I want to say that I appreciate the courtesy 
of the committee in hearing me at this time. 

My immediate interest lies in two subsections of section 201 of H. R. 
10157, and it is to those which I desire to address my remarks. 

The first is subsection 2, page 11, starting on line 9, the effect of 
which would be to lift the $15,000 ceiling on mortgages in Alaska, 
and also Guam and Hawaii, and in certain other circumstances and 
places. This is substantially the same language—although not iden- 
tical—to that which was adopted in the Senate bill, and I can state, 
from my personal knowledge, that insofar as Alaska is concerned, it 
is urgently needed. The present ceiling is one of the reasons why 
virtually no home building is now proceeding in Alaska. Under the 
Federal Housing program, the costs of construction, as all of you 
know, are so high m Alaska at this time, that $15,000 expended there 
does not even come close to doing the job that the same amount of 
money will do in any one of the 48 States. I hope and trust that the 
committee will approve that section and Jift that ceiling so that more 
realistic figures may be established for building in Alaska, and also in 
these other areas, where likewise the cost of home construction is con- 
siderably higher than in the continental United States. 

Secondly, I should like to call your attention to that subsection on 
page 12 of the same bill, starting on line 19, and going through line 6, 
on page 13. The effect of that is that FNMA would be permitted 
to purchase mortgages under the special assistance programs up to 100 
percent of the principal amount. 

In this case likewise, similar but not identical language was adopted 
by the Senate committee in consideration of its housing bill. 

Mr. Rays. The language that is in 10157 on this, do you approve 
of that language, $15,000, for Alaska, Hawaii, and Guam ?/ 

Mr. Barttetr. I approve of the language in the bill, yes. And I 
approve also of the language to which I just referred relating to pur- 
chase of mortgages under these special assistance programs by FNMA. 

However, I should like to add this: that I hope that this committee 
will adopt the Senate language in reference to that subject. The 
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Senate language has no such limitation as we find on line 6 of page 12 
of this bill, which would end the provisioas of this subsection on June 
30, 1957. 

It seems to me that that simply isn’t quite enough time. I know in 
Alaska we will require considerably longer time. Frankly the situa- 
tion is this: We have banks in Alaska who are doing all they can in 
this situation and in other situations, but they simply don’t have the 
capital structures to permit them to advance the funds needed for the 
homes which are required in that very rapidly growing area. 

They can’t, they have discovered, turn that paper over to all their 
hanks in the Pacific Northwest, and the upshot is, that homes aren’t 
being built. This, although people want to build them and the banks 
want to make money available. And under these two subsections, to 
a very considerable extent, I believe—and my judgment is supported 
by correspondence with housing authorities, and bankers in Alaska— 
the log jam which now prevails in respect to home construction would 
be removed. 

I think, Mr. Chairman, that concludes my statement. 

Mr. Brown. Mr. Wolcott, do you have any questions? 

Mr. Wotcorr. No, but I am glad to have Mr. Bartlett with us here 
this morning, 

Mr. Brown. Mr. Rains. 

Mr. Rarns. I have no questions, but I also appreciate your testimony, 
Mr. Bartlett. I wonder about continuing the special assistance pro- 
gram beyond a year. I dont know whether it would be wise to turn it 
loose over too long a period of time. We are supporting at par, you 
must remember, and the subcommittee was a little bit hesitant even 
recommending going on that kind of a situation very long. 

Mr. Barrett. I recognize the fact that your considerations have 
to do with a broader field than mine are immediately concerned with. 

Mr. Chairman, if I might, for one moment, I have a bill of my own 
before this very committee, H. R. 10365. It is simply a clarifying 
bill, which provides that under the act making public facility loans 
available, under title II of the housing amendments of 1955, that 
the term “States” means the several States, the District of Columbia, 
the Commonwealth of Puerto Rico, and the Territories and posses- 
sions of the United States. I thought that was taken care of in the 
act which became law last year. In fact, the reports on the bill in- 
dicated that Alaska, for example, would be considered as a State in 
respect to these public facility loans, and I was shocked to learn, 
2 or 3 months ago, that a ruling had been made downtown that that 
wasn’t the case. So I promptly got in touch with the Administra- 
tion, and discovered that on a lega] technicality they had been obliged, 
on account of the entire legislative history of this bill, together with 
an examination of reports from either side of the Capitol, that they 
could not construe the Territories to be included within the act. 

[ feel confident that that was not the intention of the Congress, 
and I hope that you might look favorably upon this clarifying bill 


le simply seeks to do that which I am sure you originally intended 
to do. 


Thank you. 

Mr. Brown. Mr. Kilburn. 
Mr. Krnsurn. No questions. 
Mr. Brown. Dr. Talle. 
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Mr. Tatxe. No questions. 
Mr. Brown. We are very glad to have your views. 
Mr. Rarns. Mr. Chairman, I am going to have to go in a minute 
and this is our last day of hearings on this bill. I would like to ask 
ermission to include in the record, a brief excerpt of the testimony 
fore the subcommittee, prepared by the staff, on housing for the 
elderly, and I would also like to ask permission to include in the record 
a letter addressed to the chairman, signed by Mr. Edward J. Sheriday, 
from the Assistant Secretary of Defense’s office, concerning title VIII, 
which ought to be in the record. 
Mr. Brown. Both may be inserted, without objection. 
(The information is as follows:) 


HovusINnG FOR THE ELDERLY 
Submitted by Subcommittee on Housing 


The record on housing for the elderly would not be complete without the views 
of some of this country’s most experienced authorities in this field. During the 
course of the housing subcommittee’s hearings we heard a number of such 
witnesses in various cities relate in detail what has been done at local levels 
and at the same time they offered suggestions for further action which this 
committee should certainly consider in any attempt to meet the long-range 
problem posed by the rapid increase in the numbers of persons past 65 years 
of age. 

I regret that it was not possible for some of the excellent witnesses we heard 
in the field to come to Washington so that my colleagues might hear their views 
firsthand. However, I hope that a brief summary of testimony which my 
subcommittee gathered across America in regard to housing for the elderly will 
be carefully studied by each member of the Banking and Currency Committee 
and that we will act now on much-needed legislation in behalf of our older 
citizens and their housing needs. I must emphasize that this is a problem and 
a need which will be with us from now on and we are already running late in 
preparing for it. Certainly the years ahead will see increased demands for more 
legislative action and I am confident that the Congress must ultimately under- 
take a national program on the order of some which have been developed in 
certain European countries. For the moment, however, I believe we can begin 
a progressive record by adopting my bill’s provision for public housing units 
earmarked for older persons and my proposal to establish a $250 million loan 
fund within the Housing and Home Finance Agency to provide long-term, 
low-interest loans to nonprofit groups, such as churches, labor unions, civic 
and fraternal orders, which will sponsor housing projects for the elderly. 

In consideration of these proposals I cite the following summary of testimony 
which my subcommittee heard on this subject and I might add we have received 
hundreds of letters along similar lines. 

In Philadelphia, Mr. Henry Bossert, Jr., of the division of aging, Health and 
Welfare Council, told the subcommittee of the comprehensive study and report 
on elderly housing made last year by the committee on aging of the Philadelphia 
Housing Association. 

In its final recommendations this group urged: 

“Existing nonprofit homes for the aged, and other groups such as labor unions 
and churches, should be encouraged to engage in experimental operations. 

“The committee believes that public housing is essential for older persons who 
cannot afford suitable private quarters. All public housing should give adequate 
consideration to the needs of the older population, including single persons 
and groups of two or more unrelated individuals. 

“Legislation to provide a special authorization for low-rent housing for older 
persons should be enacted. 

“The present regulations of the Public Housing Administration which exclude 
single persons from federally aided low-rent housing should be changed, at 
least in the case of older persons.” 

I would like to quote further from this Philadelphia report : 

“The aged, defined generally by the committee as persons 65 and over, are a 
rapidly growing segment of the population. Aged persons have doubled in 
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number in Philadelphia during the last 20 years and will continue to increase 
in absolute numbers as well as in proportion to the rest of the population. 

“The proportion living in unsuitable housing is larger among the aged than 
among the rest of the population. 

“Women outnumber men substantially in the older age groups, and there is 
a high proportion of single, widowed, and divorced persons, especially among 
the women. 

“There is virtually no housing available which takes the limitations and special 
needs of older persons into account. 

“Because of the low average incomes of older persons, there is a frequent 
disparity between the cost of adequate housing and the ability of older persons to 
pay for it, a factor which the committee regarded as the most important obstacle 
to decent housing for older people. 

“The committee believes that the major housing requirements of the aged is 
a substantial increase in the number of small apartments at low rents; that 
these apartments should be equipped for the special needs of older persons; that 
they should be available to the numerous persons living alone as well as to couples 
and groups of two or more unattached persons; that the provision of such 
housing would materially reduce the need for increasing the more costly insti- 
tutional facilities.” 

While in Philadelphia, we were happy to hear testimony from one of our 
colleagues, the Honorable George M. Rhodes, representing the 14th Congressional 
District of Pennsylvania. 

Pointing out that there are now almost 14 million persons in this country 
past 65 years of age and that their numbers will be constantly increasing, 
Congressman Rhodes outlined some of the requirements which an aged housing 
program should provide. 

He said: “Aged housing should be available to single persons as well as to 
elderly couples. Housing projects for the aged should be small and an integral 
part of a neighborhood containing younger families as well. The aged projects 
should be convenient to public transportation and readily accessible to neigh- 
borhood stores, churches, and recreational facilities. Local public housing agen- 
cies should be authorized to reconstruct or remodel existing low-rent housing 
units to provide more suitable accommodations for elderly persons. New public 
housing units for the aged should be designed for their needs and include such 
features as nonskid floors, special handrails, no-stoop cupboards and recrea- 
tional or hobby facilities in each apartment building.” 

In Chicago our subcommittee heard some interesting testimony from Dr. 
3en Grossman, director of Drexel Homes, Inc., which is a large settlement for 
older people. Dr. Grossman has devoted many years to the problems of the 
aging and he told us: 

“Government loans should be provided to cooperatives, municipalities, and 
other nonprofit groups to build low-cost or low-rent housing for older people. 

“Legislation should be enacted to prevent discrimination against an aged per- 
son who may be a prospective home mortgage borrower who meets normal and 
prudent standards of acceptable risk.” 

Dr. Grossman also said: “The Federal Housing Agency should undertake a 
demonstration program to help builders willing to build and sell or rent housing 
for the aged with a guaranty against losses which they might sustain in such 
an operation. Through Government resources, there should be an extensive re- 
search for study of existing facilities and trends and an appraisal of current 
efforts in housing the aged. 

“There are many nonprofit philantrophic, fraternal, religious, and other groups 
which own and maintain homes of the institutional type for aged people. These 
groups may find it possible to act as sponsor-builders or owners of apartment 
developments to house older people under their supervision. These new facili- 
ties could be near the existing institution, thus giving the apartment residents 
access to medical and nursing care, recreational and social facilities, and house- 
keeping services of the institution. The institution would be available when 
the older person can no longer live independently.” 

In summarizing his recommendations to Congress, Dr. Grossman also urged 
an expanded program of Federal aid for public housing; the admission of single 
persons to low-rent public housing units and the adoption of a policy by the 
Public Housing Administration to insure occupancy of a certain proportion of 
public housing units in each project by elderly persons. 

Former Senator Thomas A. Burke, representing the Welfare Foundation of 
Cleveland, appeared before the subcommittee and presented a detailed analysis 
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of his group’s study of housing for the elderly. He emphasized that elderly 
single persons should be admitted to public housing projects and that more 
public housing units should be made available for older persons, but not segregat- 
ed by age. 

In regard to privately financed housing, Senator Burke recommended that (1) 
long-term, low-interest financing should be made available to private developers 
and to nonprofit agencies wishing to develop group housing facilities and 
apartments for older persons and (2) credit provisions should be liberalized to 
enable oldsters to finance home purchases. 

While in Cleveland we heard Mr. William C. Lightner of the Cleveland Indus- 
trial Union Council, urge a special Federal program for housing the elderly which 
would include (1) authorization for annual construction of 50,000 units of public 
housing especially suited for the elderly and (2) Federal assistance for construc- 
tion of old-age rest homes for elderly persons or couples needing or desiring in- 
stitutional care. 

Under the dynamic leadership of Ernest J. Bohn, director of the Metropolitan 
Housing Authority of Cleveland, that city has taken some striking action toward 
answering the housing problem for hundreds of elderly persons. Our subcom- 
mittee was deeply impressed by the development known as Cedar Apartments 
Extension, which is a 14-story apartment structure with the first floor devoted to 
recreation and hobby interests of the elderly tenants. This is known as the 
Golden Age Center. Mr. Bohn told us that in Cleveland there are no “aged.” 
Citizens past 65 are referred to as “golden agers.” 

Mr. Bohn said he endorsed the suggestion which we made in our report con- 
cerning long-term, low-interest loans to organizations which will undertake hous- 
ing projects for older persons. Asked if he were referring to sponsorship 
by nonprofit groups, Mr. Bohn said, ‘Yes; but not for those who need subsidy 
which is a public responsibility. In the case of the college program, private in- 
vestors went into financing that work later. I think that would happen in this 
field. Understand, Mr. Chairman, that I am basically opposed to direct Govern- 
ment loans. I think that the financing institutions of all kinds in this country 
have the responsibility and should have the opportunity to make all financing 
available. Government should step in only as a stimulus, only as an aid until 
such times that public participation is necessary, as is shown in the example 
of your college housing.” 

We were privileged to hear testimony on housing from our colleague, Represent- 
ative Frances P. Bolton, of Cleveland. Recapitulating the progress her city 
has made in providing housing for the elderly, Mrs. Bolton said, “We in Cleve- 
land are demonstrating that there is a natural partnership between private enter- 
prise, public assistance, and community support * * *. As I have said previously, 
our President has recommended that the Housing Act be amended in the interest 
of increasing the availability of adequate housing for older persons. Here again, 
Cleveland can advise the Nation on the benefits of such construction * * *. We 
all agree with Mr. Bohn that good housing is the result of partnership. It can- 
not be done without local support. Neither can it be done without some help from 
the Federal Government.” 

In Birmingham, Ala., we heard testimony from Mr. Rudolph Kern who has been 
active in the local committee on the aging and has made a careful study of the 
problems involved in elderly housing. Mr. Kern offered these proposals: pro- 
visions to assist various levels of Gevernment, as well as foundations, churches, 
fraternal and civic groups, in building and operating housing units for senior 
citizens of low or moderate incomes; the construction and operation of such 
projects on a nonprofit basis, with the prospective owner investing at least 10 
percent of the total cost, and the supervision of construction and operation 
under the jurisdiction of the Federal Housing Administration. 





ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., May 7, 1956. 
Hon. ALBERT RAINS, 


Chairman, Subcommittee on Housing, 
House of Representatives. 
Dear Mr. CHAIRMAN: This is with reference to a request from Mr. Robert Pos- 
ton of the committee staff for information relative to determination of require- 
ments and mortgage loan guaranty language for family housing developed under 
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title VIII of the National Housing Act. as amended by Public Law 345, 84th 
Congress. 

Gross family housing requirements for a given installation are estimated by 
applying established marriage factors to the lowest predictable sustained 
strength level which will be assigned to the installation. Usually the marriage 
factors are derived from actual experience for a specific category of installations 
or for the particular installation, but when such experience data are not available, 
worldwide factors are applied. Worldwide factors currently in use for each of 
the services are shown in exhibit A, attached. 

For the title VIII program a comprehensive review system has been established 
in close cooperation with local and national FHA offices to avoid duplication of 
existing satisfactory assets, and to prevent harmful economic impact on local 
communities which have made available private rental housing. 

For example, an installation commander desiring a title VIII project must 
prepare a backup data sheet showing existing and future strength levels, gross 
requirements, Government assets including Wherry, adequate community sup- 
port, and net deficits. 

This data must be based on an actual survey. An explanation must be given 
for the “net deficit of satisfactory housing,” showing where the people are living 
now—in substandard housing, overpriced housing, housing too distant, or fam- 
ilies unable to move into the area because of lack of housing. 

The commanding officer must then prepare an application form based on such 
data, and he or the Secretary of the military department must certify on the 
application that: 

(1) There is no intention, so far as can reasonably be foreseen, to sub 
stantially curtail the personnel assigned or to be assigned to the installation; 
and 

(2) For reasons of safety, security, or other reasons of military require- 
ments, it is necessary that the personnel involved reside in public quarters; 
or 

(3) Adequate housing is not available for the personnel involved at rea- 
sonble rentals within reasonable commuting distance of the installation. 

The proposed project is then discussed with the director of the FHA field 
office, who is requested to concur in the need for the desired number of units. 
If the director concurs he will so indicate above his signature on the applica- 
tion form; if he does not, the question will have to be resolved between the FHA 
Commissioner and the Assistant Secretary of Defense (Properties and Installa- 
tions). The Department of Defense may approve a larger number of units than 
the FHA will agree to, but has not yet done so. 

Such is the concern for careful administration that the Office of the Secretary 
of Defense has in some cases reduced proposed projects below the level in 
which FHA has concurred. A number of cases of this type have involved stations 
where there was an existing Wherry project, and an extra margin of safety was 
desired to protect the occupancy of that Wherry project. Total programing, in- 
cluding all existing adequate Government and private assets as well as planned 
construction, cannot exceed a maximum of 90 percent of total requirements. A 
safety factor of at least 10 percent is maintained to provide against unforeseen 
strength fluctuations and families which may not desire to move into the area. 
A larger safety factor is used where programing is based on future strength in- 
creases, and for installations which enjoy the use of a sizable amount of private 
housing. Except at isolated stations, no provision is made for nonkey civilian 
employees, nor for enlisted personnel of the lower pay grades. The above 
criteria may be relaxed for reasons of military necessity at installations with 
gross requirements of less than 100 units. 

In the case of uncertain projects a representative of the Office of the Secretary 
of Defense is sent to the area to examine existing Government and private hous- 
ing, and to talk to both military officials and private civilians. Private building 
groups have sometimes opposed construction of proposed title VIII projects be- 
cause of the availability of homes for sale in the area; and in such instances it 
has been necessary to explain that for-sale housing is not considered a satis- 
factory solution for military personnel who are transferred every 2 or 3 years. 

The guaranty with respect to mortgage payments, which was used by the Air 
Foree for the title VIII project at Abilene Air Force Base, Tex., is shown in ex- 
hibit B, attached. This language is the same as that developed last year by 
the Department of Defense and the Federal Housing Administration, except 
that a minor addition was made at the end of paragraph 1 of the guaranty to 
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provide coverage in the event of termination of the construction contract prior 
to completion of the project. It is anticipated that his language will be used 
by each of the services henceforth. 

I trust that this information will meet the requirements of the committee in 
this matter. 

Sincerely yours, 
ODWARD J. SHERIDAN, 
For FLoyp S. Bryant. 


ExHipsiTt A 


Current worldwide marriage factors in the Armed Forces 





Service 





| 
Married personnel who are— 
| 
| 


| 
| Officers Upper grade enlisted men 





90 percent of officer strength__- 19 percent of total enlisted strength. 
Navy 80 percent of officer strength__.__._._| 65 percent of top 3 grade enlisted strength. 
Marine Corps_..----}.---.do 81 percent of top 3 grade enlisted men. 
Air Force............| 85 percent of officer strength 20 percent of total enlisted strength. 





EXHIBIT B 


DEPARTMENT OF THE ARMED SERVICES HOUSING PROJECT GUARANTY WITH RESPECT 
TO MORTGAGE PAYMENTS 


This guaranty, executed this ___ day of 195_, by the 
of the United States of America (hereinafter called the Department), repre- 
sented by the Secretary of the (hereinafter called the Secretary), 
witnesseth : 

Whereas under the terms of a certain housing contract entered into on 

195_, by and among the Department, a Dela- 

ware corporation (hereinafter referred to as the mortgagor-builder), and 

(hereinafter referred to as the eligible builder), the Depart- 

ment has agreed, among things, to guarantee the payment, upon completion 

of the said housing contract, of the note of the mortgagor-builder executed 

pursuant to said housing contract to the extent that advances made against said 
note have been approved by the Federal Housing Commissioner : 

Now, therefore, in consideration of the material provisions contained in said 
housing contract and the obligations thereby created among the parties thereto 
the Department hereby guarantees and undertakes, in accordance with the 
provisions of title IV of the Housing Amendments of 1955 (Public Law 345, 
84th Cong. ; 69 Stat. 635) and the provisions of said housing contract, as follows: 

1, The Department guarantees to the payee of said note (said payee being 
hereinafter referred to as the mortgagee) and to the Federal Housing Com- 
missioner, as their interests may appear, the payment, in accordance with the 
terms of said note, of said advances and interest thereon, said note being, 
secured by a first mortgage or deed of trust insured by the Federal Housing 
Commissioner under the provisions of title VIII of the National Housing Act, 
as amended, for the advancement of moneys for the purposes of constructing 
the housing project covered by said housing contract and consisting of housing 
units on a site at , provided that, this guaranty 
shall become effective only upon the final endorsement by the Federal Housing 
Commissioner of said note for mortgage insurance or upon termination of the 
housing contract at the convenience of the Department prior to completion. 

2. The Department will, subject to the conditions stated in the foregoing 
guaranty, make each periodic payment becoming due to the mortgagee on said 
note in accordance with the terms thereof without any requirement that the 
mortgagee shall have made a prior demand to the mortgagor-builder for such 
payment. 

3. The terms and conditions of this guaranty shall not impair the security 
of the above-mentioned mortgage or deed of trust or the rights of the Federal 
Housing Commissioner under the contract of insurance with respect to said 
mortgage or deed of trust. 

4. This guaranty and the right to receive payments hereunder may be assigned 
and reassigned to any financial institution or mortgagee, approved by the Fed- 





HOUSING ACT OF 1956 621 


eral Housing Commissioner, including any Federal agency, without the prior 
approval of the Secretary; provided that, in the event of such an assignment, 
the assignee shall file written notice thereof and a true copy of the instrument 
of assignment with the Secretary and the disbursing officer designated by the 
Secretary to make such payments. 


(Secretary ) 


This guaranty and the right to receive payments hereunder are hereby assigned 
this day of 


Mr. Brown. Mr. Clerk, will you call the next witness? . 
The Crerxk. The Honorable Paul Rogers, from the State of Florida. 
Mr. Brown. Come around, Mr. Rogers. 


STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Rocers. Thank you, Mr. Chairman, and gentlemen of the com- 
mittee. I won't take very long. I realize you are pressed for time. 

We have a situation in Florida for which we would like to offer an 
amendment for the consideration of the committee, to handle the situa- 
tion of disposing of the housing units that are there as provided by 
the bill, where you are giving authority to the public housing authority 
to transfer title to these agricultural-work camps. 

Now, I have 6 in my area, 2 in Pahokee, Fla.; 2 in Belle Glade, Fla.: 
and 1 in Pompano, Fla; and there are also 2 in Homestead. We want 
to assure that these facilities will remain available to agricultural 
workers in our area. There is a great shortage, and we need the 
facilities that are presently there. In fact, really we need more. 

But in order to assure that these facilities will remain, we would like 
to propose this amendment for which we have language, which I 
would like to submit to the committee for its consideration, to assure 
that these facilities will remain under State direction. 

Mr. Brown. Do you have the amendment? 

Mr. Rocers. Ido. I may read it or present it, just as the committee 
prefers. Everyone is agreed, I believe. I don’t think there would be 
any objection to it. It would apply to Florida only, to handle our 
situation, and I think it would be in accordance with the purposes of 
the billentirely. It merely states that we would like to ask a change in 
the period of time in which this may be accomplished from 12 months 
to 18 months. I think the present bill proposes a time limit of 12 
months, but I hope the committee would consider changing that some- 
what. Maybe if the committee didn’t want to change it to 18, it could 
change to 14 months—we just suggested 18 so our legislature would 
have plenty of time to enact the necessary legislation there for these 
four agencies to take title, and to see that they would not dispose of 
these units, but would continue to operate them for the benefit of the 
agricultural workers. 

The language, in giving preference to the agricultural workers, 
would be the same as used presently. It merely assures that these 
would be continued to be operated, to maintain this facility, through 
the State agencies. 

Mr. Brown. Are there any questions of Mr. Rogers? 
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Mr. Rocers. I have a statement I would like to present for the 
record, if I may, Mr, Chairman. 

Mr. Brown. It may be inserted in the record. 

(The statement is as follows :) 


STATEMENT OF CONGRESSMAN PAvuL G. ROGERS 


The farm-labor camps for housing agricultural workers referred to in section 
503 of H. R. 10157, were constructed during the war to meet a critical hous- 
ing shortage for housing domestic and offshore agricultural workers. They 
were constructed under the authority of legislation amendatory of the Farmers’ 
Home Administration Act and the Bankhead-Jones Farm Tenant Act. After 
the cessation of the war and the farm-labor program under which the Goy- 
ernment had assumed the responsibility of recruiting and moving farm laborers 
from one section of the country to another had ceased, the Congress, in 1947, en- 
acted Public Law 298 which among other things authorized the leasing of these 
farm-labor housing facilities to nonprofit associations of farmers. The camps 
in Florida were operated under leases from the Department of Agriculture and 
in some instances were subleased by the nonprofit associations of farmers to 
public housing agencies which operated the facilities and gave preference to agri- 
cultural workers. 

As a result of Reorganization Plan No. 3, the administration of these facilities 
was transferred to the United States Public Housing Administration. The 
Housing Acts of 1949 and 1950, which also authorized the transfer of the adminis- 
tration of these facilities to the Public Housing Administration, provided that 
preference in the use of the facilities be continued to be given to agricultural 
workers and thus continued in effect the purpose for which the housing was 
initially constructed and for which it has consistently been used. 

The need for these facilities for housing agricultural workers is probably 
more critical today than when the facilities were originally constructed due 
to the fact that many of the facilities which bad heretofore been used were of an 
emergency character and are no longer suitable for such purposes. In addition, 
because of the substantial decline in farm income and the almost total lack of any 
facilities for financing housing of this type, it has not been possible for farmers 
to obtain sufficient housing to meet their needs. It is imperative, therefore, that 
these facilities continue as they have in the past to be available for housing 
farm labor on a preferential basis. 

Section 503 of the bill would transfer title to these facilities to local public 
housing authorities upon their request and upon their certification that such hous- 
ing facilities are needed and that preference for occupancy would be given to 
low-income agricultural workers. However, under the bill no procedure is pro- 
vided for assuring the fulfillment of such representations and the continued avail- 
ability of such housing for agricultural workers. Unless the bill is modified 
there would be no restriction upon the transfer, sale, or other disposal of the fa- 
cilities once title had been transferred. 

The amendment which I propose would provide for the transfer of these farm- 
labor camps situated in Florida to the local public housing agencies as soon as 
the State of Florida enacted appropriate enabling legislation authorizing the 
public housing agency to accept title and requiring such agencies to continue to 
make the facilities available to low-income agricultural workers. 

The farmers in Florida who are being served by these facilities and the 
public housing agencies which have been operating these farm-labor camps are 
in complete accord with the proposed amendments and have jointly asked that 
the amendments be adopted. 

The amendments are applicable solely to Florida to meet local conditions in 
Florida and they will have no effect upon the facilities located in other States. 


Mr. Brown. Are there any questions? If not, we are very glad to 
have your statement. 
Mr. Rocers. Thank you, Mr. Chairman. 
: The CrerK. The next witness is the Honorable John Moss, of Cali- 
ornia. 
Mr. Brown. All right, Mr. Moss, we are very glad to have you. 
You may proceed. . 
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STATEMENT OF HON. JOHN MOSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Moss. Thank you, Mr. Chairman, and gentlemen. I am here 
to briefly speak in support of the same section w chich was dealt with by 
Mr. Rogers, the farm-labor camps. There are a number of these 
camps operating in my area, and those in charge of them find that the 
present regulations on public housing make it virtually impossible for 
the camps to be maintained and modified as necessary to best provide 
housing for the agricultural workers they were designed to serve. 

It is felt that with the adoption of this section of the proposed 
legislation, the local authorities would be able to undertake programs 
of better maintenance and modification to the degree necessary to ac- 
comodate the type of agricultural workers who ordinarily occupy 
them. 

Mr. Ratns. Are you speaking, Mr. Moss, in support of the section 
in the bill pending before the committee ? 

Mr. Moss. Yes, I am, Mr. Rains. This section was originally in- 
troduced by me 2 years ago as a separate bill. 

Mr. Ratns. Yes. 

Mr. Moss. The committee included the section in the legislation re- 
ported last year, but at the time of the adoption of Mr. Wolcott’s sub- 
stitute, it was deleted. I believe Mr. Wolcott discussed the matter with 
you on the floor. There was some hope that we would be able at that 
late hour to enact a separate piece of legislation. Because of the dam- 
age now in the area, as a result of floods this past year, it becomes ex- 
tremely important to these people, that they have the right of opera- 
tion, the flexibility which would be afforded them through the transfer 
of title to the local authority as provided in this legislation. 

It is most important to them. There aren’t a great many of these 
camps across the country, but where they operate, they contribute ma- 
terially to the agriculture and to the economy of the area. 

Mr. Rarns. You are not asking for the adoption of any amendment 
such as Congressman Rogers had? You are satisfied with the bill as 
it is? 

Mr. Moss. We are completely satisfied, after seeing Mr. Rogers’ 
amendments late yesterday afternoon, I called the people in California, 
who were then holding a convention at Del Ray, Calif., and read the 
amendments to them, and I heard from them that they had no objec- 
tion, they would not like to see them apply in the case of California. 
I understand I am correct in stating that they would not like them to 
apply in Arizona. His amendments would deal entirely with a 
Florida problem, one which is not confronting the people I represent 
in my State. 

Mr. Brown. Are there any questions of Mr. Moss? 

Mr. Ratns. I think you have made a very good statement, Mr. 
Moss. 

Mr. Brown. We are delighted to have your testimony and it will 
be considered when we go into executive session. 

Mr. Moss. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Clerk, do we have any other witnesses? 

The Cierk. The next witness, Mr. Chairman, is the Honorable 
Horace Seely-Brown, of Connecticut. 
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STATEMENT OF HON. HORACE SEELY-BROWN, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Srety-Brown. Mr. Chairman, I am grateful for the oppor- 
tunity to express my support of the disaster -housing legislation which 
will be considered by your committee in connection with the general 
housing bill. These three bills, S. 2854 (H. R. 8116), S. 2855 (H. R. 
8122), and 8. 2859 (H. R. 8120) have been passed by ‘the Senate, and 
it is my hope that favorable action may be taken on them by the House 
before the work of this Congress has been completed. 

S. 2854 (HI. R. 8116) would amend the National Housing Act to 
increase to $12,000 from $7,000 the maximum principal amount of a 
mortgage that may be insured by the Federal Housing Administration 
to enable reconstr uction of a single- family home destrc oyed or damaged 
in a major disaster. A study by the Senate Banking and Currency 
Committee on Federal disaster insurance revealed that although more 
than 6,000 homes were destroyed or severely damaged in 6 » North- 
easter States by the ravages of Hurricane Diane in August of 1955, only 
2 applic: utions under section 203 (h) of the National Housing Act 
were received subsequent to June 30, 1955, and 1 had been approved. 
Enactment of this bill would make it possible for more homeowners 
in disaster stricken areas to participate in this program by raising the 
rg limit to a more realistic level. 

S. 2855 (H. R. 8122) provides authority to stockpile temporary 
aman units of a mobile or portable character for disaster relief. 
This bill, as amended, provides authority for the Commissioner of the 
Public Housing Administration to enter into contracts on a standby 
or emergency basis for emergency production and delivery of housing 
and equipment into a location declared by the President to be a major 
disaster area, and authorizes the Commissioner to use $5 million of 
funds which he can borrow from the Treasury under section 20 of 
the United States Housing Act of 1937 with which to purchase the 
emergency housing and equipment. 

I personally witnessed the terrible destruction caused in Connecticut 
by the floods and hurricanes of 1955. I know that one of the most 
urgent problems arising out of such disasters is the provision of imme- 
diate and adequate temporary shelter for the victims whose homes are 
destroyed. This bill would provide a flexible plan under which hous- 
ing can be made available at the earliest possible moment after the 
disaster occurs. The availability of movable housing units would, 
1 believe, provide one of the most effective forms of assistance to those 
families who lose their homes as a result of floods and other disasters. 

S. 2859 (H. R. 8120) amends title II of the act of June 28, 1950 
(54 Stat. 676), to permit victims of a major disaster to be considered 
for accommodations in federally aided, low-rent housing units on a 
rent-free basis. It suspends the eligibility provisions of the Housing 
Act of 1937 to make it possible for needy disaster victims to occupy 
such housing units without regard to their ability to pay rent. The 
bill also authorizes the Public Housing Administration to enter into 
contracts with local agencies for advance payment or reimbursement 
for low-rent housing furnished to disaster victims. An expenditure 
not to exceed $500,000 from funds made available to the agency for 
low-rent public housing is authorized for this purpose. In the after- 
math of the 1955 floods, disaster victims were in some cases precluded 
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from obtaining shelter in available low-rent housing projects because 
of the present restrictions governing eligibility for public housing. 
I believe that enactment of this bill will facilitate the provision of 
proper shelter for disaster victims while at the same time guard against 
abuse of the privilege by requiring certification of need by the Red 
Cross. 

Mr. Chairman, the loss of life and property caused by the devastat- 
ing floods which occurred in New England and other northeastern 
areas in 1955 points up the need for taking every possible step, not 
only te try to prevent such destruction in the future by means of flood- 
control measures, but to provide immediate help and assistance to 
disaster victims. Enactment of these bills will do much to alleviate 
the suffering of those made homeless my major disasters which may 
occur in the future. I respectfully urge your committee’s favorable 
consideration of this legislation, which is of such vital importance 
to those of us who have experienced one of the worst major disasters 
in recent history. 

That completes my statement, Mr. Chairman. 

Mr. Brown. We are delighted to have your testimony. You have 
made a very good statement. 

Mr. Clerk, call the next witness. 

The Crerk. The next witness, Mr. Chairman, is the Honorable Joel 
T. Broyhill, of Virginia. 


STATEMENT OF HON. JOEL T. BROYHILL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Broyvum.. Mr. Chairman, I understand the features of H. R. 
7526 have been included in the national-housing bill, H. R. 10157, and 
I would like to thank the chairman and committee members for this 
action. I hope you will be able to continue your favorable treatment, 
for it is of benefit to the citizens of Alexandria, Va., and to the Federal 
Government. 

This legislation involves housing project No. VA 44131, admin- 
istered by the Alexandria Redevelopment and Housing Authority, and 
situated in the heart of the city of Alexandria, Va. The purpose of 
the legislation is to authorize the Administrator of the Housing and 
Home Finance Agency to sell this project, at fair market value, to the 
city of Alexandria, Va., or to the Alexandria Redevelopment and 
Housing Authority. 

The Housing and Home Finance Agency, acting through the Public 
Housing Administration, in whom title to the project is vested, and 
the Bureau of the Budget have approved this legislation. 

The city of Alexandria, Va., and/or the Alexandria Redevelopment 
and Housing Authority, which represents the city in housing matters, 
desire to purchase the property in order to assure its administration 
in coordination with the other housing projects now being operated by 
the authority within the community. 

It is the plan of the city and the housing authority, if permitted to 
purchase this project, to continue to operate it throughout its useful 
life. At the end of the period of usefulness of the project the city 
and the housing authority desire to be in a position to determine the 
future utilization of the land involved in conformance with the city’s 
master plan, whereas it now stands in violation of the zoning regula- 
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tions. When this time arrives it is the intention to dispose of the 
property at its then fair market value to private enterprise for proper 
development in accordance with the master plan of the city. 
Therefore, the adoption of this legislation, will permit the city of 
Alexandria to purchase and plan for the orderly use and disposition 


of this temporary housing project compatible with the best interests 
of the community. 


Thank you, Mr. Chairman, that is all I have. 

Mr. Brown. Your views will be considered by the committee in 
executive session. 

Are there any questions, gentlemen? If not, you may stand aside. 
Call the next witness, Mr. Clerk. 


The Crier. The next witness is the Honorable Arthur G. Klein, of 
New York. 


STATEMENT OF HON. ARTHUR G. KLEIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kiern. Mr. Chairman, and members of the committee, the 
Housing Amendments of 1956, embodied in H. R. 10157, make pro- 
visions for many important housing matters. Liberalization of home 
improvement loans and financing of multifamily housing projects; 
clarification and strengthening of the provisions for cooperative hous- 
ing; expansion of financing provisions for local community develop- 
ment; the addition of 50,000 public housing units each year; increased 
funds for financing college housing and the provisions for adequate 
housing of elderly members of our population, all are noteworthy. 

I do not believe, however, that we have discharged our responsibili- 
ty for providing public housing under the measure as it now stands. 
Fifty-thousand units of public housing in 1957 and 1958 will not meet 
the needs of the ill-housed families and those displaced by slum clear- 
ance and redevelopment. Data from the 1950 census indicate that not 
less than 5 mililon units of American housing must be demolished, 
because of their dilapidated condition; and experts have estimated 
that we must provide upwards of 2 million new housing units per year 
in order to meet the needs of our rapidly growing population. If 
authorization for an adequate number of public housing units is not 
provided, we are handicapping community redevelopment as well as 
failing to provide adequate housing for the lower income groups in 
our population. Contrary to the belief of some members of the hous- 
ing industry, and Congress, this would not interfere with private 
enterprise. The renewal of our urban centers, and the adequate hous- 
ing of all of our population must be a cooperative job between indus- 
try and Government, if we are to achieve our goals. 

It is my hope that out of these hearings will come the full realiza- 
tion of our responsibility to provide sufficient public housing; and 
adequate credit vehicles to permit the housing industry to do its job. 

I have myself introduced a bill to amend the United States Housing 
Act of 1937 to authorize the admission of single persons to federally 
assisted low-rent housing projects. 

I have submitted this bill because with the changing age group, 
there is a steady increase in the number of aged widows and widowers 
and other single people. 
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To deprive them of an opportunity to live in the public housing 
that takes the place of the slum buildings from which they have to 
remove is to confront them with at problems of readjustment 
and to add still another burden to the already heavy existing burdens 
that accompany old age. In many cases their difficulty in finding a 
lodging in the federally assisted low-rent housing projects means 
that they must live with a member of their family and add to already 
difficult home conditions. 


Elementary considerations of human sympathy and decent respect 
for the difficulties and trials of old age justify prompt congressional 
passage of more adequate legislation. 

Mr. Brown. Thank you, Mr. Klein, your views are appreciated. 

Call the next witness, Mr. Clerk. 

The Cierk. The next witness, Mr. Chairman is the Honorable Olin 
E. Teague, of Texas. 


STATEMENT OF HON. OLIN E. TEAGUE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Treacur. Mr. Chairman, members of the committee, I appre- 
ciate very much being afforded this opportunity to speak in behalf of 
my bill, H. R. 10962. As you know, the Committee on Veterans’ Af- 
fairs is concerned with the veterans’ loan-guaranty program and there 
has been considerable discussion as to the impending termination date 
for the loan-guaranty program for World War II veterans, which is 
July 25, 1957. There has been a great deal of concern expressed iis 
to the effect which the scheduled expiration date will have on the 
building and real-estate industries and the Nation’s economy. 

I would like to read some extracts of statements made by Members 
of Congress and spokesmen for the building, lending, and real-estate 
industries regarding the effect of the scheduled termination date for 
the loan-guaranty program for World War II veterans. [Reading :] 


Hon. Albert Rains, chairman, Subcommittee on Housing, House Committee on 
Banking and Currency, extension of remarks, April 27, 1956: 

“* * * the termination of the GI program at this time will have an unusually 
severe impact on the home-building industry and upon the overall economy. * * * 

“* * * ‘The extent of the blow may be readily seen in the housing figures for 
1955,’"Haverstick continued. ‘New GI housing accounted for at least 400,000 
units, or more than 30 percent of all 1955 starts, for more than $4 billion of our 
national product, and provided more than 400,000 man-years of employment 
onsite, and at least an equivalent amount of offsite employment. This is a 
staggering amount of goods and services to let go down the drain.’ ”’ 

Hon. Ed Edmondson, chairman, subcommittee on Housing, Veterans’ Affairs 
Committee, Congressional Record, May 7, 1956: 

“* * * Tt seems to be good business for America to extend this worthwhile 
program.* * * 

‘“* * * PEXyxtension of the present Jaw will make homeowners of many more 
American veterans of World War IJ—and that will make for a stronger Nation 
and stronger communities throughout the country. * * *” 

Hon. Dante B. Fascell, extension of remarks, April 27, 1956: 

“* * * As well as the good this program has been to our national econ- 
omy, * * * 

“* * * offsetting the serious impact which the July 1957 cut-off date will have 
upon our economy; * * * 

“* * * But it is extremely doubtful that the extensive study necessary to 
predicate such legislation can be completed this year in suflicient time to be 
ucted on by the Congress. * * * 

“* * * It is obvious that a July 1957 abrupt termination will cause a serious 
setback in our entire economy. Manufacturers, wholesalers, and retailers, 
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of furniture, electrical appliances, builder supplies, and all other household 
items whose business it is to supply the homeowners are undoubtedly already 
considering cutback of their production. * * * 

“* * * thereby allowing ample opportunity for us who want to consider an 
overall housing program, to prepare adequate and effective legislation for this 
all-important measure.” 

Hon. Dante B. Fascell, extension of remarks, April 12, 1956: 

“* * * T am, today, introducing legislation which is extremely important to 
the overall economy of our great country.* * * 

“* * * An abrupt termination of the GI home-loan program such as is now 
provided in the law would have an unhealthy and inflationary effect upon the 
entire Nation’s economy. * * * 

“* * * However, a simple extension of the program is not the answer. * * * 

“* * * This clearly indicates that whether or not the veteran has exercised 
his right depends on the availability of housing under GI terms; because financ- 
ing under GI terms has not been so readily available in the smaller towns. * * * 

“* * * To remove the added stimulus that can be given by the continuing 
availability of GI benefits at this time will have a more severe effect on the 
home-building economy than it will have in the years after 1960, and then it 
might had have had in the earlier years of great housing shortage and consequent 
high demand. * * * 

“* * * To eliminate the GI program at this period is to restrict housing aids 
at the very time when liberal terms are most needed * * * 

“* * * any abrupt shift—such as will be occasioned if the law is allowed to 
terminate on June 25, 1957—will have a very serious impact on the home build- 
ing as well as the overall national economy * * * 

“* * * Tts elimination will make even more difficult the task of providing good 
private housing for lower and middle income families, and will mean a step 
backward in the achievement of the goal of providing good housing opportunities 
for all Americans * * * 

“* * * This mass building program has provided financial stability for the 
building tradesman, kept him steadily employed at the highest income levels he 
has ever experienced, therefore enabling him and the other millions of middle- 
income families to purchase numbers of homes never before possible in the his- 
tory of the country * * * 

“* * * Although it has been known for some time that the law was scheduled 
to terminate in mid-1957, it is clear that the full impact of this onrushing date 
has not been anticipated by individual builders and suppliers in the industry. 
Few, for example, realize that its effects will begin to be felt in the early fall 
of 1956, since the July 25, 1957, cutoff date applies to the guaranty, not the hous- 
ing start. Thus, if the termination date stands, it will be an abrupt shock for 
the private home-building industry, one which will create a substantial amount 
of dislocation, and eventually of severe economic difficulties for many builders 
and suppliers and related industry groups, their millions of employees, and the 
veterans and nonveterans alike, since it comes at a time when homes started 
under the VA program amount to from 25 to 30 percent of the total * * * 

“* * * This points to the additional fact that those areas in which GI home 
loans have been an important part of the construction economy will feel the 
impact of termination even more than other areas where it has not yet played 
an important part. For example, in some of the areas of rapid growth, such as 
the west coast and Southwestern areas, the GI program has, in recent years, 
accounted for close to 40 or 50 percent of all new home building. The impact 
on the economy of these localities will, undoubtedly, be severe * * * 

“* * * Cities such as Miami, Los Angeles, San Francisco, Dallas, Houston, 
and so forth, have all suffered from the impact of the recent change in mid-1955 
on FHA and VA maturities and downpayments. It is not difficult to understand 
how much more direct and devastating an effect elimination of the entire VA 
program for World War II vets will have in these and simliar communities all 
over the land * * *” 

Hon. Dante B. Fascell, extension of remarks, May 7, 1956: 

“* * * This program has proven to be vitually important to our entire econ- 
omy. It has profited the entire populace, both veteran and nonveteran alike * * * 

“* * * Tt is particularly important to Miami’s vast home-building industry 
that Congress settle the matter at the earliest possible moment * * *” 

Hon. Dante B. Fascell, extension of remarks, May 10, 1956: 

“* * * Senator George Smathers too recognizes the need for immediate con- 
gressional action in extending the GI home loan guaranty program * * * 
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“* * * T take this opportunity to call to the attention of my colleagues in 
the House the Senator’s letter of endorsement and urge them to make their 
views on this proven program known: * * * 

“s* * * The extension of this program is of extreme importance to the econ- 
omy of their respective communities * * * [Senator Smathers’ quoted letter 
to Congressman Fascell]’ 

“* * * The abrupt termination will affect, not only the lender, and the real- 
estate dealer, but also the furniture, hardware, electrical appliance, and building 
industries as well * * * 

“* * * Tf the program is allowed to end as is presently provided by law labor, 
too, would be seriously affected * * * 

“* * * Every American has prospered due to the benefits granted the veteran. 
The veteran GI home-loan guaranty program has produced the greatest home, 
furniture, and electrical appliance buying spree that America has ever known. 
If we are to continue this prosperity, all of us must join in urging the Veterans’ 
Affairs Committee to immediately extend consideration to pending legislation 
which would effect an extension * * *” 

Hon. John Sparkman, United States Senate, Congressional Record, January 11, 
1955: 

“There is nothing which will contribute more to the preservation of our 
American way of life than making it possible for people to own their own 
homes or to assist energetic young people in getting started in a farm or busi- 
ness operation. The whole Nation has gained by reason of the increased sta- 
bility and civie responsibility which necessarily follows from the establishment 
of vast numbers of veterans’ families in their own homes which never could 
have been attained without the benefits of the preferential financing terms of 
the GI loan, * * * 

“We also should consider carefully the industrial impact which the GI loan 
program has had and the consequences which would result from its discon- 
tinuance. All of us are aware of the large part played by the construction 
industry in maintaining high economic levels during the past several years. 
luring the past year it is estimated that nearly 25 percent of all homes com- 
pleted were financed with GI loans. About 17,000 builders are engaged in the 
construction of homes which are sold to veterans with the assistance of GI 
loans. Since the beginning of the program it is estimated that about $17 bil- 
lion was paid by veterans in connection with the purchase of new residences. 
In turn, this sum ean be translated into proportionate amounts paid to con- 
struction workers, to the producers and sellers of building materials, and then 
returned to the economic stream. When viewed in this light it will be seen 
that in producing $17 billion worth of veterans’ homes a large lift is given to a 
broad segment of our national economy.” 

Mr. John Dickerman, National Association of Home Builders, as quoted by 
the Washington Post, May 13, 1956: ; 

“A cutoff of GI home-loan program next year will have an unusually heavy 
impact on the home-building industry and repercussions throughout the entire 
economy, John M. Dickerman, executive director of the National Association of 
Home Builders, said yesterday.’. 

The United States Savings and Loan League, statement issued May 14, 1956: 

“The sudden impact of a complete withdrawal of the GI loan from the housing 
field would have a strong effect on the Nation's economy and if coupled with 
similar reductions in production of automobiles, appliances, ete., it would have 
serious recessionary tendencies.” 

Hon. Herbert H. Lehman, United States Senate, Congressional Record, May 24, 
1956: 

“Aside from the legitimate needs of the individual veterans and the desira- 
bility of continuing the program from the standpoint of a benefit to the veter- 
ans, we must not lose sight of the fact that this program is playing an extremely 
important role as a support factor in our national economy. With the sharp 
curtailment in the manufacture of automobiles, farming equipment, and various 
other industries, it would be foolhardy to alow one of the main props to be 
knocked out from under the residential construction industry. The first 4 months 
of this year is witnessing a substantial decline in the number of housing starts. 
The optimistic words of administration spokesmen on this subject early this year 
obviously were without foundation in fact. It is now fairly clear that housing 
starts for 1956 will be between 15 and 20 percent lower than starts in 1955. 
Can we afford a further substantial drop in 1957? 
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“The only thing which a termination of the GI loan program will do will 
be to retard the efforts which we have made in striving to house the American 
people. As an unhappy byproduct, it will also place a strain on other seg- 
ments of our economy due to the need of finding some means for taking up the 
slack caused by the curtailment in the construction industry.” 

The central theme of these comments which I have just read | 
that if we do not extend the loan guaranty program for World War 
II veterans, the Nation’s economy in general, and the housing, lend- 
ing and real estate industries specific: ally, will suffer seriously during 
the next few years. I do not consider myself qualified to determine 
with a great degree of accuracy the justification of these statements. 
However, I believe that it is obvious that the termination of a housing 
program, which has accounted for one-third of the new housing starts, 
would have a considerable impact on the Nation’s economy and ‘the real 
estate industries. On the other hand, I think it is apparent that the 
needs of the Nation’s economy and the building, lending, and real es- 
tate industries are considerably apart from the problem of readjust- 
ment of returning servicemen from World War Il. The veterans’ 
loan guaranty program was created as part of a 5-point readjustment 
program, commonly known as the GI bill of rights. Termination 
dates have been set in all instances for these programs. The educa- 
tion and training benefits are scheduled to terminate on July 25, 1956. 
The unemployment compensation program has long since terminated. 
Veterans who have been displaced and experienced unusual housing 
problems as a result of their service in World War IT will have had 
12 years in which to avail themselves of their loan guaranty entitle- 
ments prior to the scheduled expiration date. 

It seems to me that it is most difficult to argue that there is a jus- 
tification for continuing the World War II loan guaranty program 
as a readjustment device for returning World War II veterans. There 
are some pertinent figures which lead me to this conclusion. The 
Census Bureau »<vises that 58 percent of veterans own their own — 
as compared to 57 percent homeowners among the nonveteran popula 
tion. This is a current figure and will be increased by July 25, 1957, 
since it is estimated that an additional 550 000 World War II vet 
erans will obtain home loans by July 25, 1957. The point I am try- 
ing to make is this: There may be considerable need for a federally 
supported housing program for insurance of loans in the purchase of 
single-unit residences and a very good argument can probably be 
made for such a program on the basis of the general economy of the 
country, the needs of the real estate industries, and the problems of 
young “families seeking to obtain their own homes. 

I do not believe that a good case can be made for continuing thie 
program for World War II veterans past the July 25, 1957, date as 
a readjustment device. It is this line of reasoning that has led me 
to introduce H. R. 10962, which would liberalize the amounts of in- 
surance available and reduce the amount of downpayment required for 
one-family residences under the FHA program. In addition, the bil! 
would establish in FHA the reasonable value concept on which the 
downpayment and maximum insurance schedule would be based. The 
on of required downpayments based on reasonable value is as 

ollows: 
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Reasonable value of property, or price 
paid by mortgagor, whichever is less— 





man Percentage 


| 
Equal to, or more | 
than— 

| 

| 


But less than— 





$10, 000 

$10, 000 12, 000 
12, 000 14, 000 

14, 000 16, 000 

16, 000 18, 000 

18, 000 20, 000 

20, 000 22, 000 

22, 000 24, 000 

24, 000 | 30, 000 














I realize that this would require a change in FHA system for ap- 
praisal, but I believe that the change would be desirable. I have had 
in opportunity to observe many FHA projects during the course of 
investigations which I have conducted of veterans’ housing problems. 
I find that there is a very great variation of appraisals by FHA in 
(Jifferent localities and I refer you to current practices in the cities of 
the Southwest and Washington, D. C., at this time, for justification of 
this statement. Appearing below is a comparison of the larger proj- 
ects under construction in the Washington, D. C., area at the present 
time: 





| : 
. , Approximate down- 
S 7 > . . 
Sales price FHA commitment | payment required 





$14, 950 $12, 750 , 845 
17, 940 16, 500 , 100 
22, 500 17, 100 7, 200 
23, 500 17, 500 8, 900 
23, 950 17, 750 | 9, 200 
24, 500 18, 000 9, 650 











On the other hand, I am told that in cities in the Southwest and 
niany other areas in the United States, that the FHA appraisal con- 
sistently meets the sales price. It is quite common for FHA to ap- 
praise property considerably less than the Veterans’ Administration 
reasonable value in some areas. As I understand the FHA system, the 
FHA establishes a “long-term loan value,” which is an illusive thing 
und to my way of thinking is largely a matter of opinion. The actual 
reasonable value of a piece of property is a more definite thing which 
can be established by comparative real-estate values, replacement costs, 
and, ultimately, by customer acceptance. 

I think that Congress should establish its minimum requirements 
for downpayments on the basis of reasonable value or at the price paid 
by the purchaser, whichever is less, since there is less opportunity for 
iuanipulation by “credit controllers” under this system. 

I realize that there is some disagreement with this technical point 
of my bill among lenders and builders, and I am not adamant on the 
point. I do not say that the downpayment schedule which I have 
proposed is the only thing that this committee should consider since 
the issue is largely a matter of judgment. I do believe, however, that 
if a liberalized guaranteed or insured housing credit program is neces- 
sary for the Nation’s economy and the security of the real estate and 
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allied industries, the time has arrived to create a nationwide program 
for all citizens which will accomplish the objectives. I do not believe 
that we should attempt to accomplish these objectives under the pre- 
text of veterans’ readjustment. 

I am pleased to see that the National Association of Home Builders, 
the Mortgage Bankers Association, and the National Association of 
Real Estate Boards have endorsed the general principles of my bill. 

The Committee on Veterans’ Affairs has quite a number of bills 
before it proposing an extension of the loan guaranty program for 
World War II veterans. These bills vary only in the formula used 
in the extension. I believe that about five of these bills were intro- 
duced by members of this committee. 

You will be interested to know that the Committee on Veterans’ 
Affairs has just received a report from the Bureau of the Budget on 
one of the extension bills, H. R. 10469, introduced by the Honorable 
Dante B. Fascell, proposing a 3-year extension based on the length of 
service of the individual: veteran. The report is negative. It has 
been stated that enactment of the legislation would not be in accord- 
ance with the program of the President. 

(Quoted below is the pertinent portion of the statement : 


This is in reply to your letter of April 13, 1956, requesting the views of the 
Bureau of the Budget regarding H. R. 10469, a bill to amend section 500 of the 
Servicemen’s Readjustment Act of 1944 to provide an additional period for World 
War II veterans to obtain guaranteed loans. 

There has been a growing concern about the uncertainty surrounding the 
future of the World War II veterans’ loan guaranty program. The General 
Counsel of the Veterans’ Administration has interpreted the law to provide that 
no guaranteed loans may be closed after July 25,1957. Because of the necessary 
time lag between application and loan closing, this requires that applications be 
tiled some months before the official end of the program. Since the processing 
time on applications varies and cannot be precisely determined in advance, the 
existing arrangement is likely to cause serious confusion and inequities. 

In view of the above, it would appear just and reasonable to amend the law to 
permit the present termination date to apply to applications submitted rather 
than to loans closed, and allow 1 additional year for the closing of loans applied 
for by July 25, 1957. This approach has been suggested in section 10 of H. R. 
9260, which passed the House and is now pending before the Senate Committee 
on Labor and Public Welfare. 

We believe such a change is necessary to prevent confusion and inequity, but 
we seriously question the advisability of any further extension of the program, 
at least at the present time. As you know, the major arguments advanced for 
extension have been based on the assumption that continuation is necessary for 
economic purposes. These arguments disregard the fact that this is a veterans’ 
readjustment program, which was not and is not designed to meet the require- 
ments of general economic or housing policy. 

The action contemplated in section 10 of H. R. 9260 would eliminate the need 
for further action at the present time, and would permit the separate considera- 
tion of long-range housing needs and policy in the light of the circumstances 
existing when the veterans’ program expires. 

Preliminary estimates indicate that H. R. 10469 would entail cumulative ad- 
ministrative costs of approximately $17 million in the 3 years covered, plus addi- 
tional guaranty losses of $4,500,000 over a 13-year period. In addition, the bill 
would have broad economic consequences which may be contrary to future eco- 
nomic policy. It should also be borne in mind that the bill, if enacted, might be 
considered a precedent for the similar extension of other readjustment benefits. 

In view of the above considerations, the Bureau of the Budget would favor the 
course proposed in H. R. 9260 rather than the adoption of H. R. 10469. I am 
authorized to advise you that enactment of H. R. 10469 would not be in aecord 
with the program of the President. 


I would like to emphasize that the administration takes the position 
that the arguments for extensions based on economic objectives disre- 
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gard the fact that the legislation was primarily designed as a veterans” 
readjustment program, and was not designed to meet the requirements 
of general economics and housing policy. 
I commend to this committee for consideration the issues involved. 
I am happy that I do not have the problem of deciding what is best 
for the Nation’s economy in this field. The problems which confront 
my committee, as it relates to veterans, is enough. I wish to assure 
you that my committee desires to be cooperative and will continue its 
interest in the field of housing as it specifically relates to veterans. 
Mr. Brown. Thank you, Mr. Teague, your views are very much 
appreciated by the committee. 
Call the next witness, Mr. Clerk. 
The Crerk. The next witness, Mr. Chairman, is the Honorable 
Charles Bennett, of Florida. 
Mr. Brown. Weare glad to have you, Mr. Bennett, you may proceed. 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennerr. Mr. Chairman, I am appearing here in behalf of 
seven Members of Congress from Florida who have signed a brief 
statement relative to housing legislation as it affects Florida. With 
the permission of the committee, I ask that it be included at this 
point in the record. 

Before coming to the committee this morning, I received a telegram 
from the Housing Authority of Jacksonville, which gives in detail 


the feelings of the Jacksonville Housing Authority relative to legis- 
lation now being considered by this committee. With the permission 
of the committee, I ask that this telegram be made a part of the 
record at this point. 
I appreciate very much this opportunity of appearing before you. 
(The material referred to is as follows :) 


STATEMENT OF THE FLORIDA DELEGATION, UNITED STATES HOUSE OF 
REPRESENTATIVES 


Mr. Chairman, we, Members of the United States House of Representatives 
from Florida, urge that housing legislation reported by this committee contain 
provisions permitting participation by Florida municipalities in Federal public 
housing programs. Some of the bills before this committee would require that 
a municipality have a going slum clearance and urban redevelopment program. 
A provision of this type prevents Florida from obtaining any benefit from Fed- 
eral public housing legislation, inasmuch as the Florida Supreme Court has 
held that the Florida constitution does not allow the use of eminent domain for 
slum clearance and urban redevelopment and thus prevents cities in Florida 
from complying with such provisions. We strongly urge that such provisions 
be avoided in legislation reported by this committee. 

WILLIAM C. CRAMER, 
First District. 
CHARLES E. BENNETT, 
Second District 
Bos SIKEs, 
Third District. 
DANTE B. FASCELL, 
Fourth District. 
PAut G. RoGErs, 
Sizth District. 
JAMES A, HALEY, 
Seventh District. 
D. R. (Bitty) MATTHEWs, 
Righth District. 
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JACKSONVILLE, FLA., May 24, 1956. 
Hon. CHARLES E. BENNETT, 
Member of Congress, 
Washington, D. C.: 


We request that House Banking and Currency Committee be strongly urged 
to prevent any limiting provisions which would deny to municipalities in Florida 
participation in a public housing program. We feel that restrictions such as 
“no new contracts for additional units shall be entered into except with respect 
to low-rent housing for a locality respecting which the housing and home finance 
administrator has made a determination and certification relating to a workable 
program as prescribed in section 101 (c) of the Housing Act of 1949 as amended” 
would deny to us that privilege. Florida Supreme Court decision restricting 
acquisition of property by eminent domain for public use only prevents an in- 
telligent redevelopment program since a slum elimination program cannot be 
used entirely by public agencies. We further urge some provision be en- 
acted to prevent housing agencies from putting in restrictions by policy that 
were not intended by Congress when enacting the law. Specific example requir- 
ing reaffirmation of need by a city governing body after contract has been 
executed between the city and the housing authority for needed units which 
would not even provide total housing for families left unhoused through slum 
clearance let alone hundreds of families on present waiting list. 

THE Hovusine AUTHORITY OF JACKSONVILLE, FLA. 
Ray O. Epwarps, Secretary. 


Mr. Brown. Now you have some statements you said you want to 
file for the record. 

Mr. Rarns. I move, Mr. Chairman, that these statements be inserted 
in the record. 

Mr. Brown. Is there objection to inserting these statements in the 
record? If not, they may be inserted. 

(The following statements and communications have been sub- 


mitted to the committee for inclusion in the record :) 


House or REPRESENTATIVES, 
Washington, D. 0., May 10, 1956. 


Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


Dear Mr. SPENCE: In connection with the current hearings being held on H. R. 
10157, I would like to bring to your attention a letter just received from a good 
constituent, Mr. F. L. Michel of 608 Willow Road, Winnetka, IIl., expressing 
strong opposition to section 10, section 102, title I, which reads in part as follows: 
“Notwithstanding any other provision of law, the Commissioner is authorized 
to establish a fire and hazard loss fund which shall be available to provide such 
fire and hazard risk coverage as the Commissioner, in his discretion, may deter- 
mine to be appropriate with respect to real property acquired and held by him 
under the provisions of this act * * *” 

Mr. Michel states as follows: 

“In my opinion, this would put Government into the property insurance busi- 
ness and would displace insurance which is presently furnished by private 
insurers. This I strongly object to since it is my sincere belief that private insur- 
ance companies now provide adequate coverage in a manner and under a proce- 
dure which I believe has been entirely satisfactory to the Federal Housing 
Authority. 

“The only reasons I know that have been given for the Government moving 
into this field of private enterprise are the following: (1) That the loss ratio 
on this insurance has been low and therefore FHA might be expected to accom- 
plish a significant saving in insurance expenses; (2) that the proposed course 
is ‘in accordance with general practice of Government.’ (See statement of Owen 
A. Kane, General Accounting Office, before Subcommittee on Housing of Senate 
Committee on Banking and Currency, Mar. 21, 1956.) 

“The first of these reasons was phrased by a witness as a possibility. I am 
willing to concede that possibility but it is equally possible that the loss ratio 
will take a turn for the worse, in which event the FHA might be expected to 
sustain a significant loss if it becomes a self-insurer. 





HOUSING ACT OF 1956 635 


“T strongly doubt that the possibility of saving in the insurance expense is 
a valid reason for Government intruding into the field of private enterprise. 

“Loss ratios are known to be ever-changing. One of the surest maxims in 
the insurance business is that a favorable loss ratio will almost certainly be 
followed by an unfavorable one. Therefore, the expected saving is entirely 
conjectural. 

“Also, this proposal runs contrary to the part of the announced purpose of 
the National Housing Act which was to ‘provide employment, and stimulate 
industry * * *’ 

“It should be borne in mind that private insurers are paying taxes, not only 
to Federal Government but to the States. The proposed self-insurance fund is 
specifically exempt from all taxation, levies, or licenses. If the Government 
becomes a self-insurer as to FHA business then the premium income of the 
insurance companies will be reduced. Therefore, the revenue the States are 
presently receiving from insurance companies will be correspondingly reduced. 

“As regards the second point in favor of this change, it has been suggested 
that the proposed self-insurance is ‘in accordance with general practice of Gov- 
ernment.’ This statement must be based on the thought that the insurance of 
properties acquired by FHA involves substantially the same practice as the 
insurance of Government-owned buildings such as post offices, courthouses, etc. 

“I respectfully submit that the two situations are not analogous. Govern- 
ment is a self-insurer as to the properties which it owns and uses for Govern- 
ment purposes. Properties acquired by FHA are not in any sense Government 
properties owned or acquired for Government purposes. I feel certain you will 
agree that they are private properties acquired, almost involuntarily, not used 
for Government purposes and disposed of as quickly as possible to private 
buyers. In short, FHA is intended as an aid to private business, and particularly 
home-mortgage financing. 

“Consequently, I urge that the addition, as provided under section 102 of the 
proposed new section 10 to title I of the act be deleted: or, in the alternative, 
that the following new section 10 be added to title I of the act: 

“Src. 10. The Commissioner is hereby authorized to purchase such insurance 
protection as he, in his discretion, may determine to be appropriate with respect 
to real property acquired and held by him under the provisions of this Act.’ 

“In view of the statements made above, I sincerely hope that you will give 
positive support to the deletion of this proposed new section 10 to title I of the 
act in question.” 

I would very much appreciate your comments on the criticism of the proposal 
as voiced in the above quoted letter and if possible the inclusion of the letter in 
the record of the hearings. 

With best wishes, I am 

Sincerely yours, 
MARGUERITE Stitt CauRcH. 


STATEMENT oF A. R. SIMMONS, JASPER, ALA. 


I am Mr. A. R. Simmons, president of the First Federal Savings and Loan 
Association of Jasper, Ala. This statement is given to inform the House Bank- 
ing and Currency Committee of my views on the recent national trend toward 
the chartering of the permanent stock type of savings and loan organizations 
and my reason for urging this committee to consider the inclusion of the attached 
bill as an amendment to the Housing Act of 1956. 

As this committee well knows, the savings and loan industry is now in its 125th 
year of service to the citizens of the United States. From its origin in 1831 
its strength and popularity has stemmed primarily from the subordination of 
the interests of a few and the devotion to the welfare of the community being 
served. This has been evidenced and assured by the corporate form of charter 
which has vested the ownership in the hands of all those who would save or 
borrow in the corporate entity, with the further limitation that the activities 
of each entity were confined to the local area known as the communiy. With 
good reason have these entities been described as “local, mutual building and 
loan associations” and with good reason has the Congress of the United States 
encouraged the development of such an industry. 

Naturally, over the century and a quarter of its existence this business has 
developed and changed to meet the changing needs of our citizens. Being on the 
local scene, it has been possible for our associations to quickly sense the need 
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for necessary changes and to suppiy them or to petition the State legislatures 
or the Congress for such modifications as were consistent with the basic ob- 
jectives of our business. The creation of the Federal Home Loan Bank Sytem, 
of the Federal savings and loan associations, the Federal Savings and Loan 
Insurance Corporation, and the many refinements of these three cornerstones in 
our system, with which this committee is well familiar, are examples of good 
and proper developments in the history of this business. 

There is another type of development, however, which is taking place currently 
that is inconsistent with the convictions of the overwhelming majority of savings 
and loan managers throughout the country—a trend which, unless understood 
by this committee, may change the future course of our business from the enlight- 
ened form of capitalism we have been blessed with. This is the accelerated trend 
toward chartering of permanent stock companies in which the effective control 
is vested in a small group who own the nonwithdrawable shares. 

In outward appearance there is marked similarity to the local mutual building 
and loan association. In basic objectives, however, it is totally different. While 
the mutual association is chartered and operated for the benefit of all of its 
members, the permanent stock company is operated for the benefit of its owners— 
those who hold title to the permanent stock. Owners of such stock, just as the 
owners of stock in any business enterprise, are properly and primarily concerned 
with making a profit on their investments. Their personal financial interest dic- 
tates all business decisions made. If it is financially desirable to sell such owner- 
ship to interests far from the community, there is no way nor any good reason 
to prohibit such a sale. If subsequent and distant owners chart a course which 
does not favor the interests of the community, who is to object? If the tendency 
toward permanent stock companies is encouraged in an industry which has always 
been mutual in character, we introduce for the first time the danger of monopo- 
listic practices and the restraint of free competition, since it is only this type of 
corporate structure that lends itself to financial manipulation for the benefit of 
afew. If financial speculators devise ways of creating quick but unsound profits 
(as in the scandalous days of the “national associations” back in the 1880’s and 
1890's), how is the basic character of this 125-year-old business to be preserved ? 

The permanent stock type of charter has been in existence in a relatively few 
States, notably Ohio, California, Texas, and Colorado. Being a distinct minority 
in the total picture back in the days when the insurance of accounts was devised, 
understandably little concern was given when insurance of accounts was made 
available to them as well as all mutual savings and loan associations. With the 
adoption of permanent stock company laws in Illinois and Washington and the 
current interest in converting mutual associations to permanent stock companies, 
the time has come to question the propriety of the Federal Government making 
available the insurance of accounts to corporate entities whose objectives are 
not consistent with those conceived by the Congress when insurance of accounts 
was issued and whose increased numbers bid well to alter materially the char- 
acter of the risk being assumed by the insurance corporation and its members. 
As a fixed minority, there was no need to be alarmed; as a growing and potential 
majority, basic philosophies must be reexamined and convictions crystallized. 
It is in the light of this background that I recommend the addition of this 
attached language to H. R. 10157. Under it the Federal Savings and Loan Insur- 
ance Corporation is directed henceforth to grant insurance of accounts to local 
mutual savings and loan associations exclusively and to cancel its insurance con- 
tracts within 1 year to any mutual association which may convert or be merged 
with a permanent stock savings and loan company. Under such an amendment, 
no hardship would be imposed on any existing inserted savings and loan associa- 
tion, whether it has a mutual or permanent stock form of charter. Under this 
amendment, each State is free to legislate and grant whatever form of corporate 
titles it deems wise within its jurisdiction. 

The insurance of accounts, however, since it is a privilege and not a right, 
should properly be issued by the insuror to such assureds and under such con- 
ditions as are reasonable and proper in the light of the total risk being assumed. 
Federal insurance of savings accounts in savings and loan associations was 
designed within the framework of the risks inherent in a mutual business. If a 
State or any group of States, or the United States, deems it wise to insufe 
accounts in a business whose basic motivations and operations differ as radically 
as does the capital stock savings and loan company, a separate insurance plan 
on a State, regional or national basis should probably be considered. To repre- 
sent to the public, however, that these two different types of charters are the 
same by granting identical insurance is not consistent with fact and is a be- 
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trayal of the public confidence which the Federal Congress wished to encourage 

in establishing this Corporation originally. 

A kindred question, though not related to the insurance of accounts, is also 
included in my proposed amendment to the Housing Act. It would clearly 
state that which I’m sure has always been a matter of intent in the liquidation or 
conversion of any Federal savings and loan association. Under this amendment 
there would be a clear mandate that mutual owners of an association are to 
receive their pro rata share of the full market value of all the assets and good 
will which the association possessed if the association were liquidated, con- 
verted, or merged with any form of organization except a mutual savings in- 
stitution. Such a statement by the Congress will clarify the intent of Congress 
for more expeditious supervision and eliminate any further inquiry into the 
determination of what are the equities of the savings members of a Federal sav- 
ings and loan association, 

A BILL To amend section 403 of title IV of the National Housing Act affecting insurance 
of savings and loan accounts and to amend section 5 (i) of Home Owners Loan Act of 
1933, as amended, affecting Federal savings and loan associations, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That title IV of the National Housing Act, 

as amended, be and the same is hereby amended by adding a new subsection to 
section 408 thereof as follows: 

“(e) The Corporation shall reject the application of any applicant if it finds 
that the applicant is not a local, mutual thrift and home financing institution. 
The Corporation shall terminate within 1 year the insurance of accounts of any 
institution which has been converted after July 1, 1956, from a mutual institu- 
tion to or been merged into or consolidated with a stock company having non- 
withdrawable stock, the holders of which have any preference or advantage as to 
control of the institution or as to the earnings, reserves or surplus over the 
withdrawable account holders.” 

Sec. 2. Section 5 of the Home Owners Loan Act of 1933, as amended, is hereby 
amended by the addition of the following to subsection (i) thereof: 

“The Board shall not approve the liquidation of any Federal association or 
the conversion or merger of one to any form of organization except a mutual 
savings institution unless provision is made for the mutual owners thereof to 
receive the full value of their accounts, including participation in any value rep- 
resented by reserves, surplus and undivided profits.” 


STATEMENT RE FEDERAL COLLEGE HousING PROGRAM SUBMITTED BY THE MUNICI- 
PAL SECURITIES COMMITTEE OF THE INVESTMENT BANKERS ASSOCIATION OF 
AMERICA 

INTRODUCTORY COMMENTS 


The Investment Bankers Association of America is a voluntary unincorpo- 
rated trade association of investment banking firms and security dealers who 
underwrite and deal in all types of securities. It was organized in 1912 and has 
operated continuously since that time. As of March 21, 1956, our association 
had 804 member firms engaged in one phase or another of the securities business 
in the United States and Canada, including about 100 commercial banks. Our 
S04 members had, in addition to their main offices, 1,311 registered branch offices. 
We thus have members with either main or branch offices in practically all parts 
of the country. These member firms in the aggregate do a large percentage of 
the underwriting, distribution, and trading of State, municipal, and corporate 
bonds, 

This statement is directed only to the Federal college housing program. 

The conclusions in this statement are based on two fundamental concepts: 

(1) The Federal Government should not take over functions of private indus- 
try when those functions can be performed adequately and at reasonable rates 
by private industry. An authorization for Federal loans at an interest rate 
arbitrarily fixed at an economically unrealistic low level when such loans are not 
available from other sources upon comparable terms is, in effect, simply an 
authorization for the Federal Government to take over a function of private 
industry—regardless of whether that function can be performed adequately and 
at a reasonable rate by private industry. Interest rates on loans cannot be 
arbitrarily fixed by private industry but are determined by many factors, in- 
cluding market conditions at the time of the loan, the interest rate on comparable 
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loans and on obligations of the Federal Government, and consideration of the 
risk involved in the individual loan in view of the particular borrower, the 
source of the borrower’s funds for payment of the loan, and the security behind 
the loan. 

(2) A need for a Federal loan program, under which the Federal Government 
loans money at an interest rate lower than the rate which the Federal Govern- 
ment pays to borrow money for a comparable maturity, is not demonstrated by 
(a) enthusiastic endorsement by the institutions which receive such loans or 
(b) a large number of Federal loans under such a program. Any attempt to 
justify such a Federal loan program on the basis that it is endorsed and utilized 
by the beneficiary institutions is simply an attempt to support the program by 
its own bootstraps, because it would be very naive to expect anything other than 
the most enthusiastic endorsement and utilization by the beneficiary organiza- 
tions. 

Under the present Federal college housing program the Housing and Home 
Finance Agency is authorized to make loans with a maturity up to 50 years for 
college housing or other educational facilities at an interest rate determined 
under a formula, which currently fixes the rate at 2% percent, when loans 
cannot be obtained from other sources “upon terms and conditions equally as 
favorable.” In its only recent long-term financing the Federal Government paid 
314 percent for a 30-year loan in 1953 and 3 percent for a 40-year loan in 1955, 
and these bonds are now selling in the market at prices to yield 3 percent or 
better. 

Thus, the Federal college housing program authorizes the Federal Govern- 
ment to loan money to a college at the arbitrarily fixed interest rate of 2% 
percent when the Federal Government itself has to pay at least 3 percent to bor- 
row money for a comparable maturity. Obviously, a private investor will not 
generally loan money to a college at 234 percent for terms up to 40 or 50 years 
(probably secured only by a pledge of revenues from the college dormitory to 
be constructed with the proceeds of the loan) when he can loan money to the 
United States Government at 3 percent for a shorter period (secured by the full 
faith and credit of the United States). 

Private industry has been forced out of financing practically all college hous- 
ing (even though private industry can supply the funds for most of such financ- 
ing at a reasonable rate of interest). 


1. The interest rate for Federal college housing loans should be raised to permit 
private industry again to provide some of the funds for college housing 
at reasonable rates 

Under title V of H. R. 95387, a bill referred to this committee, sections 502 and 
503 would amend subsections (c) and (e) of section 401 of the Housing Act of 
1950 as amended, to provide that loans under the college housing program shall 
bear interest at a rate equal to the total of one-fourth of 1 percent added to a 
quarterly rate determined by the Secretary of the Treasury (this rate would be 
determined by estimating the average yield to maturity, on the basis of daily 
market bid quotations for prices during the month of February or May or August 
or November, as the case may be, next preceding each calendar quarter, on all 
outstanding marketable obligations of the United States having a maturity date 
of 15 or more years from the first day of such month and by adjusting such esti- 
mated average annual yield to the nearest one-eighth of 1 percent. This change 
would, in effect, mean that loans under the college housing program at present 
would be made at 34% upercent instead of the 2% percent provided by the formula 
in the present law. 

The proposed change would be a step in the right direction in that it would 
raise the interest rate at which college housing loans would be made by the Fed- 
eral Government to a more realistic level and would thereby enable private in- 
dustry in some cases again to compete with the Federal Government in financing 
college housing. This change would still not provide a realistic rate of interest 
when it would authorize the Federal Government to make college housing loans 
with maturities up to 50 years (probably secured only by a pledge of revenues 
from the college dormitory to be constructed from the proceeds) at approximately 
the same interest rate that the United States Government pays to borrow funds 
secured by its full faith and credit for a comparable maturity. In this connec- 
tion; it should be noted that serial issues of college housing bonds ordinarily have 
an average maturity of around 25 years. 

The bill to provide Federal financial assistance for the construction of public 
elementary and secondary school facilities (H. R. 7535), presently before the 
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House Rules Committee, would provide under title II for Federal purchase of 
obligations of local educational agencies with maturities up to 30 years at an 
interest rate determined under a formula which would presently fix the interest 
rate at 344 percent. Why should colleges, including private institutions, obtain 
Federal loans at a lower rate of interest than public elementary and secondary 
schools? 

It is estimated that about $4 billion of additional college residential construc 
tion will be needed by 1965 and that substantial sums are also needed for other 
eligible facilities. Unless the Federal Government is prepared to assume the 
financing of that entire program, it is earnestly suggested that the interest rate 
under the program be raised further than 3% percent so that private industry 
can provide some of the funds at a reasonable rate of interest and the Federal 
Government will not finance the entire college housing program. 

It should be emphasized that there is no magic in the 2% percent interest rate 
or ina 3% percent rate. If a higher interest rate is charged, the cost of financing 
is increased and the rentals charged for dormitory housing would have to be 
increased slightly in some cases if principal and interest charges were paid en- 
tirely out of such rentals; but, in many cases no increase in rentals would be 
required because funds from sources other than rental payments are available to 
meet principal and interest charges. 

Representatives of college associations have suggested that no change be made 
in the interest rate at the present time because there is an absence of adequate 
information and there has been no comprehensive study of college housing in 
recent years. Last year representatives of those same associations, in urging 
Congress to lower the interest rate immediately, did not find the absence of ade- 
quate information or a comprehensive study any reason to defer changing the 
interest rate. It appears that the suggestion to defer raising the interest rate is 
intended only to afford an extended opportunity to obtain the largest possible 
amount of funds from the Federal Government at the present low rate. Further- 
more, it appears that information is available and that a recent study has been 
made. In hearings in June 1955, before a subcommittee of the House Committee 
on Government Operations (House Hearings on Lending Agencies Report of the 
Commission on Organization of the Executive Branch of the Government, p. 131), 
a statement provided to supplement the testimony of Mr. Oakley Hunter, Gen- 
eral Counsel of the HHFA, included the following: 

“However, a study has recently been made by the Central Association of Col- 
lege and University Business Officers covering 339 of the 1,857 institutions of 
higher learning in the United States. 

“The study indicates that 25.5 percent of the dollar volume of student resi- 
dence halls completed since March 1953, under construction, or on which con- 
— had been let by October 15, 1954, were financed by HHFA college housing 

oans. 

“The proportion for private colleges alone was 45.1 percent financed by HHFA 
college housing loans. 

“The same study indicates that 29.1 percent of the financing of residence halls 
which are definitely planned but on which contracts had not been let by October 
15, 1954, would be from HHFA college housing loans. 

“The proportion for private colleges alone is given as 46.1 percent. 

“Other sources of financing are listed as insurance loans, revenue bonds, gift 
or grants, appropriations, reserve funds, and miscellaneous sources.” 

The study reveals that during the period covered by the study, while the in- 
terest rate on Federal loans under the college housing program was over 3 per- 
cent, the 339 institutions of higher learning included in the study financed from 
sources other than Federal college housing loans 74.5 percent of the dollar vol- 
ume of their student residence halls completed since March 1953, under con- 
struction, or on which contracts had been let by October 15, 1954. 

In view of the substantial volume of college housing financing in the recent 
past at interest rates above 3 percent, it appears clear that where financing is 
practical for college housing at an interest rate of 2%4-percent financing would 

also be practical in most of those cases at a reasonable interest rate above 3 
percent if the demand for college housing is anywhere near as acute as is 
claimed. Private industry can supply most of the financing for college housing 
at a reasonable interest rate, but it generally cannot compete with the Federal 
Government in providing college housing loans with maturities up to 50 years 


at the _— arbitrarily fixed and economically unrealistic interest rate of 2% 
percent. 
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It is strangely paradoxical to hear on one hand that we must provide facilities 
for college housing in order to provide the college-trained personnel essential 
if our capitalistic free enterprise system is to prevail over the collectivist ideol- 
ogy, while on the other hand it is suggested (and now provided under the college 
housing program) that in financing the construction of housing for these insti- 
tutions we should forsake the free-enterprise system and turn to the central 
government. Should not we practice what we preach? 


2. Additional funds for Federal college housing loans are not necessary at the 
present time 

H. R. 10157, under section 701 in title VII, would increase from $500 million 
to $750 million the authorized funds for Federal college loans. H. R. 9537, 
under section 501 of title V, would increase the authorized funds from $500 mil- 
lion to $600 toillion. 

It appears that adequate funds are still available under the present $500 inil- 
lion authorization. Mr. Albert Cole, Housing and Home Finance Administra- 
tor, stated this year before the Subcommittee on Housing of the Senate Com- 
mittee on Banking and Currency that as of March 1, 1956, $180 million had been 
committed by contract for college housing loans and $132 million had heen re- 
served for eligible applicants. This indicates that as of March 1, with the col- 
lege housing program in operation for over 44% years, $188 million was still not 
committed by contract or reserved for eligible applicants and was available for 
loans ; $188 million should be adequate to carry the program for another year. 

If the interest rate at which Federal loans are made for college housing is 
put at a more realistic level, rather than at the arbitrarily fixed and economically 
unsound present rate of 254 percent, private industry will be able to provide a 
substantial volume of the loans so that there would be less demand on the Fed- 
eral funds authorized for the program. 

Representatives of the Housing and Home Finance Agency in February of this 
year, before the Subcommittee on Independent Offices of the House Committee 
on Appropriations, submitted the following table regarding approved applica- 
tions under the Federal college housing program, from 1952 through a projected 
estimate for 1956 and 1957 (House hearings on independent offices appropria- 
tions for 1957, p. 1094): 





During the year Cumulative 





Number Amount Number Amount 




















This table indicates that additional funds for the program are unnecessary 
at the present time. Furthermore, the funds can be supplied by private industry 
at reasonable rates. 


CONCLUSIONS AND RECOMMENDATIONS 


(1) Section 401 of the Housing Act of 1950 should be amended to raise the 
interest rate at which Federal college housing loans will be made, when such 
loans are not available from other sources at that rate, from the present 2% 
percent to an economically more realistic rate which would permit private indus- 
try to compete with the Federal Government in making such loans. The proposal 
in sections 502 and 5038 of title V of H. R. 9537 to raise the interest rate at 
which the Federal Government will make loans under the college housing pro- 
gram from the present 2% percent to about 3% percent is a step in the right 
direction, but it would be highly desirable to provide a higher interest rate 
for such loans in order to permit private industry to supply a substantial volume 
of the funds necessary for college housing. 

(2) The proposals to increase the authorized funds for college housing loans 
(from $500 million to $600 million under section 501 of title V of H. R. 9537 or 
from $500 million to $750 million under title VII of H. R. 10157) are unnecessary 
at the present time. 
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STATEMENT OF H. R. Norruup, EXECUTIVE VICE PRESIDENT, 
LUMBER DEALERS ASSOCIATION 







NATIONAL RETAIL 










Mr. Chairman and members of the committee, my name is H. R. Northup, and 
Il am executive vice president of the National Retail Lumber Dealers Association. 

I am appearing before your committee in behalf of the thousands of retail 
lumber dealers of the Nation and will address my remarks to certain provisions 
of H. R. 10157 introduced by Mr. Rains. 















































PROPERTY IMPROVEMENT LOANS 





The importance of the home-improvement business to the national economy 
and to our industry is well known by the members of this committee. 

Of some 50 million homes at the time of the last census, just about half, or 
25 million, are 30 years old or older; 10 million of our homes, or about 20 percent 
are 50 years old or older; about 27 percent have no bathtub or shower; 15 per- 
cent have no kitchen sink, and millions of our postwar homes which were built 
to minimum standards are now too small for the family increase in second, third, 
and fourth born children. 

Some homeowners are in a financial situation that permits the payments of 
cash for necessary improvements. Others are not so fortunate and must borrow 
to finance any major home improvement. 

The title I home improvement loan insurance program of the Federal Housing 
Administration has, over the years since its inception, proven to be an excellent 
means of financing home improvements. Although it originally was created 
or more or less of an experimental basis, it has proven its worth many times 
over and should now be made a permanent program of FHA. 

The average homeowner looks upon his home not only as a place to live and 
raise his family, but also as an investment. He must protect this investment 
by keeping it in good repair. Unfortunately, many have been unable to finance 
necessary improvements. 

Many lending institutions have set up their own home improvement loan pro- 
grams. Of course, these programs vary, but generally speaking, we believe your 
committee will find that the discount rates charged under the private programs 
are higher than that permitted by title I. The information that we receive is 
that these rates run $6 per $100 per year discount to $8 per $100 per year, while 
title I has a $5 discount rate. 

Many lending institutions in the smaller towns are unable to have their own 
program of home-improvement loans. Therefore, they must necessarily rely 
upon title I to finance home improvements. 

It is good business for the average lumber and building material dealer to 
have available adequate financing for home improvements at reasonable interest 
or discount rates. If the Congress should lower the discount rate on title I 
paper to the point where lending institutions no longer consider such paper 
desirable, it would, I believe, have the effect of forcing homeowners to turn to 
private lending programs having a higher discount rate. We do not want the 
committee to think we are opposed to private lending programs. Far from it. 
We welcome them, and hope there will be more of such programs providing 
funds at a reasonable rate for home improvements. We respectfully suggest, 
however, that very careful study be made before any action is taken by your 
committee to change the present maximum discount rate permitted under title I. 

Section 101 of this bill would extend the title I program to 1958, increase 
the maximum loans to $3,500 and the maximum terms to 5 years. It would 
also increase repair loans on dwellings of 2 or more units to $15,000, or $2,500 
per unit. This section would reduce the discount rate on loans above $1,000, 
permitting a 5 percent rate up to $1,000, and 4 percent in excess of $1,000. 

The members of this industry are in complete accord with the provisions to 
increase the maximum loan limit for a title I home improvement loan for a 
single family dwelling to $3,500, and the maximum term to 5 years. We also 
endorse the provision to increase class IB loans for improvement of structures 
housing 2 or more families to $15,000. 

The present limits of $2,500 and 3 years were established many years ago, 
and are no longer sufficient in terms of today’s prices to adequately finance 
many major home improvements. 

_ The liberalized terms in H. R. 10157 are more realistic and would, if enacted 
into law, permit many more homeowners to avail themselves of this program 
than at present. The 5-year term is, in our opinion, of primary importance 
because it would permit lower monthly payments within the reach of more 


oy REAPS op 


x 








1 op. eee i aia 


ys 

































642 HOUSING ACT OF 1956 


people, particularly those of lower income in need of home improvements. We 
prefer this provision to that provision in the Administration’s housing bill giving 
the FHA Commissioner authority to increase the rate up to 5 years in his 
discretion. 

We question the proposal extending the title I program for only 2 years. 
Because this program has stood the test of time and has, im our opinion, been a 
very important factor in bringing about an upgrading of thousands of homes, we 
respectfully urge that the program be made permanent. If the committee does 
not agree with this recommendation, then we urge an extension of the program 
for at least 5 years. 

Turning to the provision which would reduce the discount rate for loans in 
excess of $1,000, we urge careful study of the effect of this proposal before any 
action is taken. 

Members of this association are lumber and building-material dealers, not 
lenders. We are not qualified to testify as to the effect upon lending institutions 
of the proposal to reduce the discount rate. We do know, however, that lumber 
dealers must compete with automobile dealers, appliance dealers, and others in 
financing home improvements. No action should be taken to place home improve- 
ment financing in a less favorable competitive position for available funds than 
it is at present. 

If the discount rate is reduced above $1,000, it may very well have the effect 
of limiting the use of the title I program to loans of $1,000 or less, and forcing 
those needing larger loans to turn to programs calling for a higher discount rate. 
If this should be the result, it would, in our opinion, virtually kill title I. Once 
title I is out of business, the discount rates under private programs would, we 
believe, be increased. If Congress determines that larger loans should be limited 
to a $4 discount rate, we suggest that $2,500 be the point at which the lower rate 
becomes effective. 

In 1954 the Congress amended title I to prohibit the use of title I loans for 
improvements on a home occupied for less than 6 months. The primary purpose 
of the amendment was, as we understand it, to prevent the use of title I as a 
downpayment on a new home. We are in complete agreement that this is an 
improper use of the program. Experience has shown, however, that this pro- 
vision has worked a hardship on the legitimate owner of a new residence which 
was not intended by the Congress when this limitation was written into the law. 
In many instances builders do not provide storm sash, fences, and other improve- 
ments which are desirable or necessary. Consequently many purchasers would 
like to add these improvements, but are forced to finance them through sources 
other than title I at a higher cost because of this 6-month occupancy provision, 

The desired end, we believe, can be accomplished administratively without 
the penalizing provision in the law. We recommend the repeal of the 6-month 
occupancy provision. 





























INCREASE OF FHA AUTHORIZATION P 


Section 105 of H. R. 10157 would increase the overall mortgage insurance au- 
thority of FHA by $3 billion. We urge approval of this authorization to permit 
FHA to continue to function at its present level of activity. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Title II of H. R. 10157 would liberalize the provisions of the National Hous- 
ing Act affecting Federal National Mortgage Association. Section 201 (b) 
would change the requirement that each mortgage seller make payments of non- | — 
refundable capital contributions equal to not more than 3 percent of mortgages | ~ 
sold to FNMA (present law) to 2 percent. We believe that this amendment — 
will encourage smaller lending institutions to use FNMA and therefore we | © 
urge adoption of this amendment. i 





DIRECT LOANS FOR HOMES FOR ELDERLY PERSONS 


Title III of the bill (sec. 302) authorizes the Housing and Home Finance 
Agency Administrator to make direct loans to nonprofit corporations for con- | 
struction of homes for elderly persons, if such loans are not available from other 4 
sources upon equally favorable terms. We are opposed to this provision because 
it amounts to a further encroachment by the Government upon the areas served 
by private lending institutions and places the Government in competition with 
private enterprise. 
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PUBLIC HOUSING 


Title V of H. R. 10157, section 501 (a), authorizes the Public Housing Ad- 
ministration to enter into new contracts for loans and annual contributions for 
not more than 50,000 additional units each year for 3 years, plus any unused 
authorization for fiscal 1956. 

Section 502 (b) would authorize 10,000 public housing units for elderly 
persons each year for 3 years in addition to the regular public housing program. 
Section 502 (a) would amend the present law to make single persons over 65 
years of age eligible for public housing. 

Certainly, no one wants to deny an adequate home to our elderly citizens. 
We do not, however, believe that public housing is the answer to this problem. 

We oppose this provision as well as the provision authorizing a continuation 
of the public housing program and little can be added to our reasons for this 
opposition which have been presented to the Congress in preceding years. 


RECOM MENDATIONS 


In conclusion, we respectfully recommend the following amendments: 
I. Home repair and modernization. 
That title I of the National Housing Act be amended to— 
(1) Increase the maximum loan limits from $2,500 to $3,500; 
(2) Increase the maximum term of the loan from 3 years and 32 days 
to 5 years and 32 days; 
(3) That the title I program be made a permanent program of the Federal 
Housing Administration; and 
(4) That the 6-month occupancy provision be repealed. 
II. Public housing. 
That this program be permitted to terminate in 1956. 
III. Federal National Mortgage Association. 
That the 3-percent stock requirement be reduced to 2 percent to permit greater 
use of the secondary market functions of FNMA by smaller lending institutions. 
IV. General Mortgage Insurance Authorization of Federal Housing Admin- 
istration. 
That the Congress approve the $3 billion additional mortgage insurance author- 
ization for fiseal 1957 as provided in H. R. 10157. 
V. We oppose title III of H. R. 10157 which would authorize direct loans for 
homes for elderly persons. 





THE MARQUETTE NATIONAL BANK OF MINNEAPOLIS, 
Minneapolis, Minn., April 27, 1956. 
Hon. WALTER JUDD, 
Congressman, Fifth Congressional District, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN JupD: We would like to take this opportunity to express 
a few of our views pertaining to changes we would like to see made under the 
present FHA title I laws. 

We would like to see the 6 months’ law removed. This law comes under 
section 101 (a) (iii). 

The legislative history of the act indicates that this section was introduced 
in order to put a halt to the practice of using a title I home improvement loan as 
a device for obtaining funds to make the downpayment on a new home to be 
purchased by the borrower. Although it is not stated, it was also to keep the 
borrower from getting too deeply in debt. We feel that it has accomplished 
neither. 

It is our experience that this regulation, in practice, has frustrated one of the 
major objects which the act intended to accomplish, namely, the limitation of 
FHA loans for improvements which substantially protect or improve the basic 
livability or utility of the property. A typical example in this area is the 
situation which is presented when a purchaser acquires a new home in a sub- 
urban area which has no public water system. The private wells that are 
typically used in connection with mineral content to be used efficiently or prac- 
ticably for home purposes. Accordingly, it has been the practice of such pur- 
chasers to obtain water softéners through the use of title I FHA home improve- 
ment loans. Obviously, such an improvement improves the basic livability of the 
home and protects the water system installed within the home and is therefor, 
precisely the kind of improvement for which FHA I loans were created. 
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Since most of the banks in this area have reached a point where they now feel 
they have enough unsecured paper in their portfolio the water softener buyer 
is left without means of financing his unit. 

The primary requisite of a good loan is the least amount of money for the 
shortest period of time. This is the main reason that we do not care to see the 
limits of the act raised, neither in money nor time. We feel that at the present 
limit there are very few who qualify. 

Since wall-to-wall carpeting is now acceptable under FHA title VI, we fee! 
no reason why it should not be acceptable under FHA title I also. We feel that 
in time landscaping will again be made eligible. At the same time we would 
like to see built-in stoves and ovens be approved. 

Sincerely, 


GENE HOLTMEYER, 
Installment Loan Officer. 


THE RETAIL MERCHANTS ASSOCIATION, 
Alexandria, Va., May 9, 1956. 
Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


My Dear REPRESENTATIVE SPENCE: We wish to bring to your attention and that 
of the other members of the House Banking and Currency Committee the views 
of the board of directors of the Retail Merchants Association of Alexandria con- 
cerning liberalization of the title 1 section of the Federal Housing Act. 

Our board of directors is on record as endorsing certain proposals to liberalize 
the act including placement of title 1 on a permanent basis by eliminating the 
expiration date; increasing the maximum amount of loan for improvements to a 
single-family home to at least $3,500; increasing the limitation on loans for im- 
proving structure housing two or more families from the present maximum of 
$10,000 to $15,000 and also increasing the maximum term for this class of loan 
from 7 to 10 years; and elimination of the requirement that a residential structure 
must be occupied at least 6 months before it qualifies for a title 1 home improve- 
ment loan. 

Our board of directors, however, views with concern any proposals under which 
semidurable items with a probable useful life not exceeding 5 or 10 years, would 
be included under the terms of a 30-year mortgage of the FHA or VA mortgage 
programs. We believe such financing would unduly increase the cost of such 
items as paid by the consumers. 

We further urge that the current practice of including free standing appliances, 
such as refrigerators and stoves be abandoned for the reasons stated above. 
We believe that either by legislation or administrative regulation the items which 
may be included in such FHA and VA mortgage contracts be limited to built-in 
equipment with an anticipated useful life approximating the duration of the 
mortgage contract. 

We request that our views as stated above be made a part of the record of the 
committee. 

We wil appreciate the committee’s consideration of our position. 

Sincerely yours, 
Josepn A. Exits, President. 


STATEMENT WiTH RecGarp To H. R. 10157, tHe Hovusine Act or 1956, ny Exton 
KILE, PRESIDENT, NATIONAL ASSOCIATED BUSINESSMEN 


This statement is presented in the interest of the members of National Asso- 
ciated Businessmen, who are greatly concerned over the business enterprises in 
which the Federal Government is engaged in direct competition with privately 
owned, taxpaying companies. 

The statement is directed only to section 102 of the bill: hazard insurance on 
FHA-acquired properties, ' eginning on line 4 of page 3: 

“Src. 10. (a) Notwithstanding any other provision of law, the Commissioner 
is authorized to establish a Fire and Hazard Loss Fund which shall be available 
to provide such fire and hazard risk coverage as the Commissioner, in his dis- 
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cretion, may determine to be appropriate with respect to real property acquired 
and held by him under the provisions of this Act * * *.” 

The section goes on to authorize the Commissioner “to transfer moneys and 
require payment of premiums” and exempts the Commissioner and the fire and 
hazard loss fund “from all taxation, assessments, levies or license fees now or 
hereafter imposed by the United States” or by State and local authorities. 

In other words, this section proposes to put the Government into the insurance 
business, in direct competition with insurance companies that now very com- 
petently handle FHA’s insurance business, and—adding insult to injury—to set 
up this Government insurance business on a tax-free basis. 

Thus, at a time when most departments and agencies of the Federal Govern- 
ment are making a sincere effort to get out of competitive business, it is proposed 
that the housing program shall put the Federal Housing Administration into the 
insurance business in quite unnecessary and improper competition with long- 
established, taxpaying insurance companies. We object. 

Proponents of this new Federal encroachment into the field of private enter- 
prise have argued that “FHA might be expected to accomplish a significant saving 
in insurance expenses if it were authorized to establish a self-insurance program 
in lieu of purchasing commercial insurance against fire and hazard losses.” We 
doubt it. On the basis of all past and present experience, a Government business 
operation is invariably less efficient and more expensive than a private-enterprise 
operation, if honest accounts are kept—and the Treasury loses the tax revenue 
that is levied against the earnings of private enterprise and is exempted from 
public business. 

It is argued also, by the proponents of this Government insurance plan, that 
it is in accord with the general practice of Government. ‘ 

But it is not in accord with policies that are now being promulgated by the 
Congress and the executive departments. 

The President has laid down the dictum that Government should get out of busi- 
ness and stay out. On the calendar of the Senate Government Operations Com- 
mittee is a bill, S. 1003, by Senator John L. McClellan, of Arkansas, that pro- 
poses the congressional policy that Government shall get out of competitive 
business. On the active calendar of the House Government Operations Commit- 
tee is another bill, H. R. 279, by Representative Clare Hoffman, of Michigan, 
which is appropriately named “The Anti-Government-Competition Bill.” 

Only last week, the Bureau of the Budget released a long Inventory of Certain 
Commercial-Industrial Activities of the Government, listing 19.771 businesses that 
are currently operated by Federal departments and agencies. The Bureau’s news 
release on the report quoted Percival F. Brundage, Director of the Bureau, as 
saying: “This is another step in the administration’s long-term program to 
eliminate unnecessary Government competition with our free enterprise system.” 

The release went on: 

“Mr. Brundage pointed out that since its inauguration the program has pre- 
vented the starting of additional commercial-industrial activities. In the past 
many such activities had been started on a very small scale to meet some immedi 
ate need of a Government agency. Now agencies are forbidden by administration 
policy to commence such activities unless the head of the agency finds after 
examination that it is not in the public interest to procure the product or service 
from private enterprise. 

“The program has long been an objective of this administration. In his first 
budget message the President said: ‘This budget marks the beginning of a move- 
ment to shift to State and local governments and to private enterprise Federal 
activities which can be more appropriately and more efficiently carried on in that 
way.’” 

On May 23, 1956, the Wall Street Journal published a significant article under 
the title “Government Steps Up Drive to Close Out Its Business Ventures.” <A 
reprint of that article is attached,. 

Why then, in the face of a concerted effort to get the Government out of com- 
petitive business, should Congress yield to arguments that appear to us to be 
altogether specious to put the Government, through FHA, into the insurance 
business? 

We ask you to strike out section 102 of H. R. 10157, which is also section 102 of 
S. 3855. 
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{From the Wall Street Journal, Washington, D. C., May 23, 1956] 


UNCLE SAM, INc.—GOVERNMENT Steps Up Drive To CiLose Out Its BUSINESS 
VENTURES—ARMY COBBLER SHOPS CLOSE IN FLoRIDA, CALIFORNIA; VA SHUTS 
10 BAKERIES—F'ALSE TEETH AND ICE CREAM 


By Joseph Terrell, staff reporter of the Wall Street Journal 


WASHINGTON.—A major Eisenhower administration move toward freer enter- 
prise—yanking Uncle Sam’s long hand out of competition with private business— 
is gathering new momentum. 

This week, after years of congressional insistence on continuing this Federal 
venture, the House went along with a presidential request to close up the Govern- 
ment’s $6.4 million tin smelter at Texas City, Tex., next January and to put the 
plant up for sale. The Senate will likely concur. 

Congress may soon knock out or trim down a stiff obstacle to the get-out-of- 
business drive. A 1955 law gave the Senate and House Appropriations Commit- 
tees a veto power over most Defense Department efforts to drop business-type 
activities ; the military is by far the Government’s biggest business operator, and 
the conumittees are holding up proposed shutdowns of almost 70 facilities. 


PESKY HINDRANCE REMOVED 


The House has already voted once this year not to continue the committee veto. 
Even if this action doesn’t stand, the present curb looks likely to give way to a 
much milder veto power for the full Congress. It will take far more push to get 
a majority of both Houses to say no than a majority of two committees. 

And a pesky, if somewhat surprising hindrance, to curtailing Federal business 
competition in general has just been removed. A Budget Bureau survey for the 
first time has let the Government itself in on the depth of its own plunge into 
private enterprise. 

Although by no means all-inclusive, the survey found Uncle Sam has his fingers 
in almost 20,000 commercial or industrial activities—from building ships to 
making ice cream to producing false teeth—with total assets of nearly $11.9 bil- 
lion. Armed with this new knowledge, Federal agencies have been told to 
evaluate these operations with an eye toward closing them down. 

But even without these added spurs, the Eisenhower administration has 
clearly been getting somewhere in its 3-year effort to whittle down public 
competition with private enterprise. 


OFFICIAL REASSURANCE 


“We are making progerss,’ cautiously observes the campaign’s overseer, 
Budget Director Percival Brundage, though he adds: “These thinks take a long 
time and meet a lot of opposition.” 

Last month the Government sold to Pittsburgh’s Mesta Machine Co. for $8 
million the New Castle, Pa., foundry built in 1942 for $23 million to meet war- 
time needs for heavy steel castings. At its peak the plant employed some 2,000 
people. It had been idle since its lease to its wartime operator, United Engineer- 
ing & Foundry Co., of Pittsburgh, expired last year. 

Recently Uncle Sam stepped out of his role as landlord for 763 families at 
Victory Villa Gardens in Middle River, Md., a temporary housing development 
built during World War II to house Glenn L. Martin Co. aircraft workers. 
Thomas M. Tillman, of Athens, Ga., bought the project for $725,100. He'll 
remove nearly half the units and keep on renting out the other half. 

Right now the Government is in the midst of selling 4,800 federally owned 
houses at Richland, Wash., to private citizens, with purchase priority going 
to present tenants, who rent from the Government. Most of the occupants 
work at the nearby Hanford plutonium plants. 


PENTAGON CLOSEDOWNS 


By next August, the Pentagon plans to close coffee-roasting plants at Atlanta, 
3ya., Auburn, Wash., Oakland, Calif., and in New York City. In recent months 
it has shut down office equipment repair shops at Corpus Christi, Tex., Samp- 
son Air Force Base, N. Y., Memphis Municipal Airport, Tenn., and Warren 
Air Force Base, Wyo. 
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The military men have also deactivated cobbler shops in Florida, Washington 
and California. They're closed cement-mixing plants at San Diego, Calif., and 
Keyport, Wash., and motor repair shops in South Carolina, Missouri, Pennsyl- 
vania, Illinois, and Ohio. And they’ve quit running bakeries at Camp Gordon, 
Ga., Fort Carson, Colo., Ford Ord, Calif., Fort Riley, Kans., and Fort Sill, Okla., 
a medical instruments supply facility at Warren Air Force Base, Wyo., and 
tree and garden nurseries at Norfolk, Va., Treasure Island, Calif., and Ogden, 
Utah. 

“The Department of Defense,” guardedly sums up Col. B. V. Leary, in charge 
of Pentagon business quitting, “has made progress in carrying out the President’s 
program.” He adds with equal conservatism: “It is hoped that the trend will 
continue.” 


LEADING THE WAY 


The military men, deeper into business activities than their civilian colleagues, 
are apparently leading the way in getting out of them. Im all, the Defense 
Department has reviewed almost 2,000 business-type installations for possible 
discard. Not counting the almost 70 shutdowns before the Appropriations Com- 
mittees, in the past 2 years the Pentagon chiefs have closed, or definitely sched- 
uled for closing, some 250 operations. 

Of course, the mere number of operations shut down may give an inflated 
idea of the breadth of this pullout. Many of the discontinued installations were 
tiny. 

While one of the larger closed down facilities, a laundry at Camp Rucker, Ala., 
employed 144 people, an aluminium scrap melting facility at the naval air 
station in Jacksonville had only 2 employees on its payroll. A logging and saw- 
mill operation hired just one man. And Pentagon figures show just half a 
worker—part-time—was employed at the Naval Radiological Defense Labora- 
tory in San Francisco. 

Although Pentagon people may be showing the way for the rest of the Govern- 
ment in business quitting, the civilian side has not been idle. In the past 2 years 
the Government has sold to private industry its 27 war-born synthetic rubber 
plants and its barge-operating Inland Waterway Corporation. 

Of almost a million housing units it owned shortly after World War II, the 
Government has disposed of over 900,000—many of them for operation by private 
landlords. And the housekeeping General Services Administration has eased 
itself out of some 60 categories of business by having the work done under con- 
tract by private firms. 

In the past year or so the Veterans’ Administration has closed, or is now 
closing, 10 bakeries. The Bureau of Indian Affairs has shut down 10 laundries. 
And the Alaska Railroad has discontinued some of its commissary, hotel, and 
boarding-house activities. 

Despite this headway, it’s amply clear that both civilian and military sides of 
the Government are keeping a tight grip on thousands of enterprises they’re 
involved in. 

MODEST PROGRESS 


“Only modest progress has been made in getting the Government out of unnec- 
essary business activities,’ contends a spokesman for the Citizens Committee 
for the Hoover Report; the second Hoover Commission, which wound up its 
work last summer, made a powerful plea for Federal business shedding. “Out- 
side of the Department of Defense,” this spokesman adds, “only a very few 
facilities have been closed during the past year.” 

The Citizens Committee blames this lag largely on congressional and bureau- 
cratic resistance. It singles out Post Office Department refusal to discontinue 
the postal-savings system as “an excellent example of how far bureaucrats will 
carry their resistance.” Postal officials insist on keeping the system going 
because they say it yields a profit to the Government. Hoover Commission 
people retort that the claim of a profit ‘rests merely on a bookkeeping trans- 
action and is groundless.” 

In the military sphere, too, there’s strong opposition to dropping some activ- 
ities. As enlistment incentives, the Pentagon wants desperately to hold on to 
post exchanges and commissaries, where military men can buy below civilian 
prices. And there’s no reason to believe it won’t succeed. 
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Of the almost 2,000 business-type installations the Defense Department has 
surveyed so far, it has decided to continue about 235. Why? The Pentagon 
said that either the products or services are not provided by private industry, 
or that the installation was needed for training, or that private business could 
not be allowed to do the work for security reasons. 

While many of the activities now being shut down date just from the World 
War II era, other business-quitting efforts must buck a lot more tradition. 
More than a century ago, in 1834, the Navy started manufacturing its own rope 
at the Boston Navy Yard because, it said, “all observation and experience in 
the Navy shows that in nothing does it suffer more at this time than from bad 
cordage.” 

When Defense Secretary Wilson last year proposed closing the Boston rope- 
walk, such Massachusetts lawmakers as Republican Senator Saltonstall, Demo- 
cratic Senator Kennedy, and House Majority Leader McCormack rebelled. Re 
sult: Congressional Appropriations Committees clamped a veto on the shutdown 
of the ropewalk, as they have on proposed closings of eight other military busi- 
ness installations. 


KICKING UP A CONTROVERSY 


Whatever the age of the installation, plans for a closing can kick up a heated 
controversy, with howls sometimes coming from unions and chambers of com- 
merce as well as Congressmen. 

When the Defense Department started to close down the chronometer repair 
facility at Norfolk Naval Shipyard, Virginia’s Democratic Representative Porter 
Hardy, Jr., protested to a House appropriations subcommittee. The facility, 
which repairs frogmen’s watches and the delicate chronometers used in ship 
navigation, employs 11 expert civilian repairmen. 

Representative Hardy and John B. Brault, one of the Norfolk repairmen, ar- 
gued that if the work were done by a commercial concern, such as Hamilton 
Watch Co., the chronometers would be damaged in transit. They added that 
the Defense Department wasn’t even sure it could get the work done more 
cheaply by a commercial concern and that Navy officials planned to contract the 
work out for a year and, if that proved unsatisfactory, resume the repair shop. 
3ut by then, the Congressman said, services of the expert repairmen would 
no longer be available. 

The Appropriations Committee sided with Representative Hardy. They ex- 
ercised veto power again to continue Navy operation of chronometer repair 
facilities both at Norfolk and at Puget Sound, Wash. 

Anither problem in quitting business confronts the General Services Ad- 
ministration. The GSA is experimenting more and more with having janitorial 
service—which the agency supplies for Government buildings—done by outside 
firms under contract, instead of by Federal employees. At present about half 
the Government buildings in the Washington area use commercial window 
washers. However, the other half can’t do likewise for security reasons, GSA 
officials say. They note that some security check is needed on the window 
washers entering many Government buildings, explaining this can’t conveniently 
be done with commercial window washers. 


ALBUQUERQUE, N. Mex., May 8, 1956. 
Hon. ANTONIO M. FERNANDEZ, 
House of Representatives, 
House Office Building, Washington, D.C. 


My Dear CONGRESSMAN: Thank you very much for your letter of May 5, in 
reply to our telegram regarding the Capehart housing bill. Thank you also for 
allowing us to present our statement expressing our views on this bill. 

We believe that this bill was passed just before adjournment and that full 
consideration was not given the provisions of the bill, therefore, giving the 
military too much freedom in expediting the housing projects without regard 
to the particular need of these units in some areas and more specifically in the 
Albuquerque and New Mexico areas. 

We are convinced after making surveys, both personally and through the Albu- 
querque Home Builders Association, that we here in New Mexico certainly do 
not need the units that have been approved—let alone the additional number 
of units that are proposed. This is evidenced by the fact that you can go 
within 2 or 3 blocks almost anywhere in the city and find available rental housing. 
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We wish to add that building in the Albuquerque area is very slow at the 
present time; the building of these units and the additional proposed will have a 
disastrous effect on the economy of New Mexico. Our individual company does 
not have residential rentals so our opinion is somewhat nonpartisan. 

In talking to many members of the Armed Forces we have found that a great 
many of them prefer to live off the base rather than on the base. A good number 
like to purchase their own homes giving them a better sense of security and are 
concerned about not being able to dispose of these houses on a resale basis should 
they be transferred if the type of projects proposed in the Capehart amendments 
are allowed to continue. 

We hope that we have not been too lengthy in presenting our views as we are 
aware that you are very busy, yet we feel that the situation warrants your 
thorough consideration as our Representative in the House of Congress bceause 
of the detrimental effect a bill such as this can have on our economy. 

Thank you for your kind cooperation. 

Yours truly, 
CARDER & EDEN, 
By CHARLES H. CARDER. 


STATMENT SUBMITTED BY FERN M. COLBORN ON BEHALF OF THE NATIONAL 
FEDERATION OF SETTLEMENT AND NEIGHBORHOOD CENTERS 


The National Federation of Settlements and Neighborhood Centers is com- 
posed of 256 member houses and 20 city federations located in 30 States and 91 
cities across the United States. I am submitting this statement in relation to 
H. R. 10157 and other housing measures before your committee. 

Our organization is interested in the following areas of housing: 

1. Housing for low-income families, particularly low-rent public housing. 

We would urge your committee to restore the public housing program to the 
original number provided in the Housing Act of 1949 to be contracted at the 
annual rate of 135 units. In our experience, this relates to need across the coun- 
try particularly in view of the popularity of the urban renewal program. 

2. Housing for the aged, particularly those with low incomes. 

Low-rent public housing will only provide for certain of our aged population 
group. We believe that there should be available other means of financing hous- 
ing for this group. We would support a new system of FHA insurance, provid- 
ing for longer loans and a more liberalized downpayment. We also would recom- 
mend that cooperative housing as recommended by the administration be in- 
corporated in the program. An amendment to FNMA for special assistance for 
mortgages to this group, I think, is appropriate. 

3. Slum clearance and urban renewal. 

We support the administration’s proposals with regard to urban renewal and 
in addition urge that there be stronger emphasis on revised housing codes and 
that more responsibility be taken by the Housing Agency to provide for an ade- 
uate relocation program so that localities may not hecge on this part of the 
law. We believe, too, that citizen participation should be strengthened and defi- 
nitely be a required part of any urban renewal program. In particular, the 
citizens who are victims of urban renewal should have some voice in planning 
for the future. 

4. Housing for middle-income families. 

Here we would urge both extended mortgage guaranties and more liberalized 
planning opportunity and system for building by cooperative and nonprofit 
groups. 

5. Removal of discriminatory practices in public and privately financed housing. 

We believe that all citizens should have equal benefits under the law to avail- 
able housing and that Federal aid should not be available to communities that 
practice discrimination. 

6. More attention should be given to the development of planned neighbor- 
hoods which include recreation, health, and welfare facilities and are developed 
as cooperative enterprises by the public and private groups. In this connection 
we particularly wish to point out that in any program providing for housing for 
the elderly, the mere provision of a house is not sufficient to meet the need, but 
there are other services in the area mentioned here that must be included if 
there is to be a satisfactory program for the aged. 

We find in practice across the country at the present time that the present 
20 percent gap between public-housing rentals and private housing results in a 
demoralization of the people living in the public housing which is un-American. 
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We, therefore, believe that this problem could be greatly helped if the 20 percent 
gap was greatly narrowed. We would like to see experimentation with as little 
as 5 percent gap and believe that it would not provide hardship to private hous- 
ing. Moreover, it is particularly important in view of the urban renewal pro- 
gram. The present gimmicks being practiced in local communities to use public 
housing as transient residence for urban renewal victims who are not eligible 
for public housing is both ridiculous and expensive. Enough instances of this 
has already come to our attention that we believe unless Congress does something 
to provide middle-income housing, this will be an increasing problem. 

I attach a copy of a memorandum on recent action of our annual meeting per- 
taining to urban renewal and housing. 


URBAN RENEWAL AND HOUSING 


It is the firm conviction of the National Federation of Settlements and Neigh- 
borhood Centers that the concept of urban renewal is a realizable goal. It en- 
visages a total program to remake our communities so that all the factors essen- 
tial to good family life are available to every American family. 

It is also our conviction and faith that this, the greatest, richest, and most 
productive Nation in the world, can find the techniques and methods necessary to 
create sound communities, through the elimination of blighted areas and the 
rehabilitation of deteriorating neighborhoods. This takes the financial partici- 
pation of the local, State, and Federal governments in order to make necessary 
subsidies available. 

We see the need for a supply of housing of adequate standards for people of 
all incomes and especially for minority groups, large families, and the aged. 

We believe that the Housing Act of 1954, with its criteria for a workable urban 
renewal program is a good measure. However, to be effective, we believe the 
following points should be strengthened : 

1. Comprehensive planning for local neighborhoods, cities, and metropolitan 
areas which include adequate open space, recreational facilities, lower population 
densities, and the replacing of streets and highways. 

2. Relocation of families as an essential municipal service which will have a 
proper regard for the welfare of people. 

3. Codes and ordinances effectively enforced, which will insure a safe and 
decent standard of living. 

4. Social planning and citizen participation to go hand in hand with technical 
and physical planning to insure the voice and partnership of people in neighbor- 
hoods. 

5. Personnel and staffing ; each city should include on its staff adequate numbers 
of trained and experienced personnel in such fields as social work, social psychol- 
ogy, social economy, community organization to create and to enable workable 


structure, and meaningful democratic citizen participation. 
» 


May 16, 1956. 
Hon. Brent SPENCE, 


Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 


Dear Mr. SPENCE: Attached are three exhibits which constitute our 1956 state- 
ment to your committee in behalf of single persons of all ages who need specially 
designed housing on a self-help basis. (For more detailed information, please 
refer to our statement which appears on pages 299-309, inclusive, of the 1956 
Senate hearings on housing.) They are: 

(1) Proposals for a bill which we believe are timely. 

(2) A brief statement pertaining to special mutual trust recommendations 
for financing. 

(3) A copy of a letter which was read into the record in a special hearing 
before the District Commissioners on May 14, 1956. 

You will likely remember that subsection (g) was added to section 213 of the 
National Housing Act in 1950 so that it would be possible for single persons of 
all ages to obtain housing. It was assumed (“nothing in this act shall be con- 
strued to prevent * * *”) that rules and regulations would be written to make 
section 213 (g) operative. After 6 years have passed, this has still not been 
done. Is it the duty of the housing agencies to write these rules or the duty of 
Congress? We have found that the lack of such rules has made it practically 
impossible to put together the type of housing projects desired by single persons. 
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In what fair way can it be done? Our organization alone has apparently lost 
over $14,000 in filing fees (at $1.50 per $1,000 for two projects of about $4,600,000 
each) to the Federal Government mainly because of the lack of these rules, and 
this amount paid out of membership dues is a lot of money to a civie organization, 
when what we did was worth at least a hundred times as much. 

I believe your committee is well aware of the tremendous amount of work 
that our staff has done, and we would like to emphasize that all of our research 
and planning, from the very beginning, has been with the thought in mind of 
helping persons past 65 years of age obtain proper housing, partly through 
helping those single persons who are younger before they become in desperate 
need because of age. 

We noticed that on page 32 of the Senate report on housing for the aged, 
dated January 4, 1956, the Philadelphia Committee on Housing for the Aged 
recommends: “Further exploration of the potentialities of section 213, FHA, 
for the purpose of developing a demonstration project of apartments for older 
persons to determine the lowest possible rent and to discover the problems 
inherent in the operation and maintenance of such housing.” Surely you will 
agree with us that this is just what we have been striving to do. Many of the 
questions now being asked about the proper solution to this problem can be 
answered by our staff because of its over 8 years’ experience in perfecting plans 
and techniques to satisfy the housing needs of this segment of our population. 

A survey showed that approximately one-third of the thousands of single 
people who have worked with us were past 60 years of age; therefore, we humbly 
request that we be included in any legislation, conferences, or executive sessions 
having to do with the housing needs of elderly or senior citizens. 

We would like to tell you more completely of our work, because it could save 
the Federal and State Governments time and money exploring this field and 
satisfying this need. 

Sincerely yours, 
(Mrs.) JeENcy Price Houser, 
Legislative Representative. 
A BILL To amend the National Housing Act in order to establish a self-help program 
especially for the housing for single people of all ages 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Congress hereby finds and declares 
that— 

1. In many areas of the country there is an urgent need for suitable and safe 
housing for elderly persons, the greater number of whom are single, by reason 
of either not having married or by the death of the wife or husband. 

2. The lack of properly constructed dwelling units designed specifically for 
single persons, and at rentals that are within reach of the middle-income 
population, if not overcome in time by a self-help program, is likely to cause 
an increase and spread of diseases which are characteristic of older persons, 
thereby crowding hospitals with these persons under conditions of idleness that 
inevitably invite senility. 

3. This situation constitutes a reproach and possible menace to the present 
and future health, safety, welfare, happiness, and comfort of all of our people 
and is often detrimental to property values, thereby reducing income to taxing 
authorities where it exists; therefore the Federal Government shall take im- 
mediate steps to assist in alleviating and preventing this situation by— 

A. Instructing the housing agencies to write rules and regulations on the 
existing legislation under 213 (g), the rules and regulations to be viable, work- 
able, and acceptable. 

B. Inserting 213 (g) in all applicable sections of the National Housing Act, 
and especially where “elderly persons” are mentioned. 

C. Providing or approving a way of providing a national revolving fund of 
$10 million to initiate, to start, and to encourage helf-help housing specifically 
designed for single persons of all ages, especially for those over the age of 33 
years. 

D. Allowing a provision for revolving fund loans by interested persons either 
within or without the Government agencies, in order specifically to encourage the 
linancing of self-help housing for the same purpose. 


E. Ensuring that nothing in the act shall be considered as preventing third- 
party financing. 


77603—56——42 
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F. Instructing that existing legislation which has been written applicable to 
housing trust funds shall be expanded and an officer appointed to administer 
such funds who is an authority on trusts and in sympathy with the use of 
trusts in connection with housing under 213 (g). 

It is further enacted that— 

A. On or before the end of a 60-day period after this bill has become law, 
the rules and regulations applicable thereto pertaining to both 213 (g) and 
housing trusts shall be submitted to the congressional housing subcommittees 
and shall be subject to the inspection and approval of the chairman or their 
appointees. 

B. Any filing fees which have been paid to the Federal Housing Administration 
during the period between March 1950 (when the original 213 (g) legislation was 
passed by Congress) and the time of perfecting the rules and regulations of 
said legislation shall still be applicable to processing applications for mortgage 
insurance under the Federal Housing Administration. 


STATEMENT OF JENCY PRICE HOUSER, LEGISLATIVE REPRESENTATIVE 


Mr. Chairman, my name is Jency Price Houser, legislative representative and 
spokesman for the cause of housing designed chiefly for permanent occupancy 
by single persons of all ages, including the Housing Foundation designed for 
single people, Residence at Ease Association, and their technical advisory staffs. 

During the past 8 years and more we have been active in the development of 
a mutual self-help housing program on a national basis for the purpose of obtain- 
ing housing designed chiefly for permanent occupancy by single persons of all 
ages. 

We urge that paragraph (g) of section 213 of the National Housing Act of 
1950 be set apart and expanded so as to occupy its own natural place in the 
Housing Act, and that Congress encourage, recognize, aid, and protect this move- 
ment by establishing a special national revolving fund loan. There is an urgent 
need for housing many single people who cannot afford the high cost of living in 
a hotel, neither do they need the excess space of the normal unfurnished 
apartment. 

In connection with the expansion of 213 (g), Congress should see to it that 
proper rules and regulations be written so it can be operative. 

Single business, professional, and retired women want and need some type of 
housing—similar to the Young Women’s Christian Association, whereby prop- 
erties are held in trust by trustees. These women should not be expected to 
become financial experts in order that they may have a permanent place to reside. 

Because mortgages of almost any type are amortized over a period of from 30 
to 40 years, insurance and other lending institutions have in the past more or 
less looked down on or discredited women who are middle-aged or over because 
they think they are poor credit risks. 

Among other things, they feel that single persons are too old to be safe credit 
risks and will not live long enough to pay off mortgages. Now, a beneficiary of 
a foundation or trust has no age; she may reasonably be replaced a number of 
times and we feel strongly that the foundation-trust-fund method which some 
of our advisers have perfected during the last 16 years is a solution to the difficult 
problem of financing housing for single and elderly people. Briefly, this is the 
system: Some 21 persons desiring housing form themselves into a housing group 
or club. (In the same way as credit unions are being formed.) Single people 
usually long for a fraternal group to fill the sense of lack of family. Below the 
number of 21 we think the strength of union wanes, whereas beyond that number, 
the personal helpfulness wanes. 

Each member of the group will live or will have the right to live, in an apart- 
ment specially designed for single people even in old age. The equity for each 
apartment will be covered financially by what we call a dime-a-day unit and a 
loan unit. A dime-a-day unit in amount is $30 a year, which is the amount of 
interest at 6 percent on $500 (a loan unit) and is arrived at on the basis of 
10 cents a day for 300 days in the year. This dime-a-day unit carries the right 
to one fractional part of the ownership in the assets or equity, each propor- 
tionate part being arrived at each year according to the amount of mortgage paid 
off through the rents that year. This interest payment becomes an equity pur- 
chase and, with other expenses may be used as a deduction on the holder’s per- 
sonal income taxes, amounting to at least 3 percent. Thus, our housing trust 
fund method of financing allows the payment of 6 percent for money, yet requir- 
ing a net cost of only 3 percent. There are, in addition, other very important 
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savings through building in the more economical ways we have planned, and 
through placing the emphasis upon benefits to the residential tenant rather 
than to the commercial tenants. When these further savings are taken into 
consideration, they are equal to the balance of the 3 percent payments and offset 
the complete cost of financing. This makes the plan theoretically one that 
allows for the payment of 6 percent interest on money borrowed without cost 
to the residential tenants, which is in fact an economical way of carrying out the 
desirable policy of encouraging homeownership. This thesis is based upon 
emphasizing the interest feature and the savings upon it through making the 
trust fund an interest fund. 

The amount of money which is usually required to pay off a mortgage or other 
loans is gradually reduced by a large percentage of the beneficiaries leaving 
their holdings to the trustee when they died. Since the loans may be long-term, 
this amount left to the trustee is increased with every turnover of occupancy 
and this turnover would occur, on an estimated mortality table, once every 10 
years. For a 40-year period of financing, this would mean a turnover of 4 times. 
Since the percentage leaving their loans to the trust should be greater than 
25 percent, it means that at the end of 40 years there would be practically no 
outstanding indebtedness even should no special provision have been instituted 
for the retiring of the loans. 

This is the principle of replacement which works quite successfully so long 
as 6 percent interest can be paid for the money. The waiting list of some of 
the estimated 2 million would-be tenants takes care of repurchases, even in 
advance of need. The total result, of course, means that the foundation trust 
may eventually own the residence with suitable reserves for depletion and re- 
placement. Moreover, under this plan of financing housing for single persons, 
chiefly, these single people, even including 25 percent past 60 years of age, are 
better risks than families. Why? (a) Because each one has an income instead 
of being merely the head of the family; (0b) because they receive an interest 
income from their loan in the trust fund; (c) because by their dime-a-day units 
they build themselves up as landlords; (d) each one is insured, instead of only 
the head of the family. In Washington some 10,000 or more have Government 
insurance, which could be assigned to a trustee to guarantee credit. 

All over the country there are single women eager to participate in such a 
mutual self-help housing program if given a fair opportunity. We hold that 
Congress should therefore encourage this program through a special revolving 
loan trust fund. 

The granting of a trusteed loan would endorse the merit of our program and 
thereby open the way for the investment of private capital through the same type 
of guaranty as has been successfully used in the mortzage-insurance system. 
The trust should also be so designed as to make this program self-sustaining, 
with (@) adequate protection to the Government by a specific insurance fund 
reserve, and (6) by additional protection against possible losses, in the form of 
cushion of private capital supplied by the borrowers themselves through the 
purchase of units in the trust. The Government should take such action as 
would encourage private individuals to lend the initial capital of up to $10 
ini lion necessary for a start. Should the money be loaned by the Government, 
however, it could be retired, dollar for dollar, as additional capital was paid 
(This private capital could be supplied by single persons, as well as other 
lenders, including States and municipalities. ) 

So far as we know, ours is the only organization devoting itself to meeting 
this particular need. This field is new—different—and its pioneers have never 
aimed to elbow out any other housing plans or groups. Our program is not 
designed to compete but rather to add to the momentum of better housing for 
America. It caters to a group that have never heretofore been effectively aided 
or defended in this field. It gives them their first real chance to obtain, on a 
self-help basis, their own specialized housing. It carried with it the atmosphere 
of pure Americanism. What could be more American than to aid those who 
(demonstrate that they are willing to help themselves? And this movement has 
Inanaged to maintain itself and pursue its research and planning for 9 years 
against great odds. 

There is another point: We see this movement proving to be a preventive 
program as well as curative, in that it will provide housing for some who might 
otherwise become wards of their respective States. We feel that because of this 
fact alone every State should be anxious to help put it into motion. In time, 
the successful installation of this program would actually save State funds—to 
say nothing of the saving of the peace of mind of worthwhile citizens, 
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May 14, 1956. 
The District COMMISSIONERS, 


Washington, D. C. 


GENTLEMEN : I am the legislative representative for middle-income single per- 
sons, of all ages, who are presently in need of residential facilities in Washing- 
ton, D. C., and elsewhere, and I believe that in any such great housing endeavor 
as is contemplated for Southwest Washington, that serious thought should be 
given to this need. 

There is urgent need for specially designed housing for thousands of middle- 
income single Washington women who cannot afford the high cost of living in a 
hotel; neither do they want or need the excess space of the normal unfurnished 
apartment of today which, incidently, according to law is designed and built for 
occupancy by two or more persons. 

In Washington, D. C., most of the single persons of whom I speak are present 
employees or past employees of either the Federal or District governments. 

My principal reason for being here today is to urge the leaders of this great 
development as well as the District Commissioners and other city fathers to 
make sure when making plans for housing Americans, that they do not overlook 
the large and growing segment of the population of which I speak, namely, busi- 
ness, professional and retired middle-income single persons. 

We should remember at all times that Washington, D. C., is our Nation’s Capital 
and in the minds of millions it is the capital of the world. What we do here 
should be a shining and guiding example for the world. No segment of our 
population should be left out in such a worthwhile venture. 

Supporting evidence of this national need of specially designed housing (in- 
eluding clinics) for single, middle-income persons is in our statement dated 
April 2, 1956, from such persons and organizations as architects, builders, law- 
yers, the council of State governors, governors, councilmen churchmen, labor 
leaders and our former National Housing Expeditor, which accompanies this 
letter and was presented to the Senate Banking and Currency Subcommittee on 
Housing during its 1956 hearings. 

Sincerely yours, 
JENCY Price Houser, 
Mrs. Jency Price Houser 
Legislative Representative. 


Norre.—The above letter was read into the record during special hearings be- 
fore the District Commissioners, Washington, D. C., on May 14, 1956. It was also 
agreed that our statement to the Senate Banking and Currency Subcommittee on 
Housing, mentioned in the last paragraph of this letter would be made a part of 
the official record. If you desire a copy of the hearings, which includes our state- 
ment, please go to room 303 of the Senate Office Building. When you have read 
it, we should very much like for you to donateit to our library. 

JPH. 


TELEGRAM From Gas APPLIANCE MANUFACTURERS ASSOCIATION AND Magor 
APPLIANCE DIVISION, NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION 


May 16, 1956. 

Because the schedule of the current hearings on housing legislation of the 
House Banking and Currency Committee is so crowded that it has not been 
possible to grant our request for personal appearance, we urge that you give 
consideration to the following statement of views concerning this important 
legislation. 

Since the regulations covering title 1 under FHA loans were written, there 
has been a very interesting evolution in equipment for the kitchen. You have 
undoubtedly become aware of it in the widespread support which has been given 
to this kind of equipment by women’s magazines and by builders of new homes 

We are referring to the very much stepped-up use of built-in equipment in the 
kitchen. When the regulations, under title 1, were originally written equipment 
which could readily be moved out of the home was excluded. However, with 
the increasing use of built-in ovens, built-in surface cooking units, built-in re- 
frigerators, dishwashers, etc., these devices now must be considered as being 
permanently attached to the realty. These equipments can only be used in the 
kitchen or other area where they are built in; that is, permanently mounted in 
place as well as piped and wired in. 
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At the present time there are public programs underway such as Operation 
Home Improvement designed to improve America’s standard of living through 
inodernization of homes. Under the impetus of these activities, built-in equip- 
ment, as replacement or modernization units, is certainly becoming a more im- 
portant part of the requirements of homeowners. 

Therefore, it seems only logical that such built-in equipment should be in- 
cluded in title 1 to be covered by FHA loans. 

Electric and gas built-in appliances are in great consumer demand and at this 
point replacement or modernization installations are handicapped because ade- 
quate and equitable FHA terms are not available to the consumer. This handi- 
cap becomes more acute during 1956, the year designated and cosponsored by 
industry and governmental agencies as the year for Operation Home Improve- 
ment, 

FHA Title 1 should clearly indicate to administrative bodies that the cost of 
all such appliances may be included in property-improvement loans. 

We urge also that consideration be given to making FIA title 1 permanent 
legislation and of increasing the limits of single loans from $2,500 to $3,500, and 
the repayment period from 36 to 60 months. 


STATEMENT OF THE NATIONAL RETAIL FURNITURE ASSOCIATION BY JULIAN W. 
CAPLAN 


We deeply regret that it was not possible for the committee to hear the testi- 
mony of the National Retail Furniture Association during its hearings on the 
housing bill (H. R. 10157). Since the crowded schedule of witnesses did not 
permit time for personal appearance, we respectfully urge every member of 
the committee to give careful consideration to the arguments presented herein. 

The National Retail Furniture Association represents some 9,500 retail home 
goods stores throughout the 48 States. These stores sell furniture and related 
items of home furnishings and equipment which transform a house into a home. 
Retailers generally regard themselves as purchasing agents for the public, and 
nowhere is this more literally true than in the retail furniture business due to 
the historical marketing pattern which brings manufacturing sellers and re- 
tailing buyers together at the great national and regional marketing centers 
several times a year. 


RAPIDLY WASTING ASSETS IN FHA MORTGAGE PROGRAM 


Furniture stores have a large stake in the FHA insurance and VA guaranty 
mortgage programs on new and existing houses. Over the years as these pro- 
grams have been liberalized and thus increased their effect on the total housing 
market, retail home goods merchants have continually expressed their concern 
at the ever-expanding list of items which have become part of the builder’s 
package of housing for sale under these Federal insurance and guaranty pro- 
grams. The new home market for major home appliances has been largely di- 
verted away from retail channels by this practice of builders selling the equip- 
ment with the house in a package deal. 

Many items now included in the mortgage are free-standing units, like re- 
frigerators, washing machines, or stoves. These items depreciate rapidly and 
wear out long before the mortgage is paid off. They are rapidly wasting assets. 
The longer mortgage periods available under the Federal programs have eased 
the way for builders to load as much of this household equipment as possible 
into the initial package mortgage. 

It is strange and somewhat hard to understand Federal policy which en- 
courages the sale of appliances on 30-year terms, though their average useful 
life lies somewhere between 5 and 10 years, and long-term mortgage interest 
almost doubles the initial cost of the item. 

It is our feeling that the national housing policy should be directed toward 
the building of basically finer houses. To the extent that purchase money is 
diverted to the acquisition of fancier items of equipment or furnishings at the 
expense of the basic structural quality of the house itself, this end is not 
achieved and the home buyer is not getting his due. 

The Senate Committee on Banking and Currency took cognizance of this prob- 
lem as a result of our testimony during the hearings of the Housing subcom- 
inittee in March. In its report No. 2005 reported on May 15, 1956, with its clean 
bill, S. 3855, the following paragraph at page 7 covers the Senate committee’s 
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action (the suggested amendment to which reference is made was submitted 
by the National Retail Furniture Association) : 


“RAPIDLY WASTING ASSETS 


“The committee considered a suggested amendment to section 203 (b) of 
the National Housing Act, relating to sales housing constructed as security 
for FHA-insured home mortgages, which reads as follows: 

“*To be eligible for insurance under this section a mortgage shall— 

“*Not include as mortgage-security items which are not an integral part of 
the real estate unless such items substantially protect or improve the basic 
livability or utility of the property and continue to enhance the security and 
value of the property for the duration of the mortgage period. The Adminis- 
trator shall develop a list of items of household equipment and furnishings 
which shall not be eligible for inclusion as part of the valuation of an insured 
mortgage under this section for use on a uniform basis by all regional and local 
offices of the Federal Housing Administration.’ 

“This amendment was intended to prevent the inclusion, as security for an 
FHA insured mortgage, of rapidly wasting assets which do not continue to 
enhance the value of the property for the duration of the mortgage period. 
The committee is quite concerned that the inclusion of rapidly wasting assets 
may not be in the best interest of homeowners purchasing houses with FHA- 
insured mortgage loans. However, the committee was uncertain of the total 
effects of the proposed amendment, and decided to withhold action until addi- 
tional information can be obtained. 

“The Federal Housing Administration is requested to study this proposed 
amendment to section 203 of the National Housing Act and report its findings 
and recommendations to the committee by January 31, 1957. This report, among 
other things, should include (1) information regarding items, now eligible, 
which would be ineligible under this amendment, (2) the effects upon the size 
and utility of houses constructed under the FHA program, (3) the advantages 
and disadvantages to the homeowner, (4) the effects, if any, upon industries 
producing items which might be excluded, and (5) the effects upon the home 
building industry as a whole.” 


BUILDERS MUST CUT CORNERS TO INCLUDE GLAMOROUS, GADGET-LADEN KITCHENS, 
LAUNDRIES IN POPULAR PRICE HOUSES 


So long as Federal policy permits including kitchen or laundry appliances 
under FHA and VA mortgage financing, builders are going to pull every com- 
petitive stunt they feel is necessary to merchandise their houses. As competition 
becomes keener we have seen this pattern evolving clearly in many areas of 
the country. If one builder sells a popular price house with an equipped kitchen 
and laundry, this creates a competitive pressure on other builders to offer a 
similar deal. In most cases, in order to keep costs down so that they don’t 
price the house out of the mass market, it stands to reason that the builders 
must cut corners where it doesn’t show. And this is precisely what happens. 

If builders weren’t in the kitchen and laundry appliance business, they could 
devote their full budget and efforts to building a house of maximum size and 
structural quality for a given market price. 

The FHA and VA single-family housing programs exert a tremendous influence 
on the housing market, accounting for better than 50 percent of the total market. 
Present FHA policy—without any guiding criteria or inhibitions in the National 
Housing Act to restrain the practice—permits inclusion of appliances and equip- 
ment according to prevailing area practices, with policy varying among the 
seventy-odd local FHA offices, and even within a single given area. 

Frankly, we question this approach. Since the Federal programs make availa- 
ble longer mortgage terms than are generally available on conventional financ 
ing, and require far less downpayment, it seems that they should be based on 
a sound determination of uniform policy which is geared to assuring homeowners 
the best and largest available houses with the most durable and efficient con- 
struction features for long-term benefits. For example, in cold climates, perhaps 
a slight additional amount spent by the builder for insulating more thoroughly 
would result in a substantial annual saving on the family heating bill. Over 
the 30-year life of the mortgage this saving will mean far more to the home- 
owner than a fancier refrigerator for the first 5 years than the one they might 
have already had, or the one they would have managed with until they could 
afford the ultimate to satisfy their later family needs. 
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The point we are making is simply this: If Federal housing policy did not 
allow the mortgage financing of appliances with new homes under the FHA and 
VA mortgage programs, the American public would very likely be getting a bigger 
and better house for their money than they are now getting. And in so many 
cases home purchasers take the appliances because they believe they come with 
the house—though they might be far better off to shop more selectively for 
their own appliances on the open market and buy them on realistic short-term 
financing, or make do with what they have for a few years after moving into 
their new home. Most home buyers will probably be able to afford better equip- 
ment more easily a couple of years after recovering from the impact of initial 
expenses incident to buying the house and moving and adjusting to a new budget. 
They will also have a much better idea as to their needs and how best to satisfy 
them after living in the house for a while. 


CARPETING ON 369-YEAR MORTGAGE TERMS? 


Here’s an example of the extremes to which a practice might be pushed under 
2 federally fostered or inspired marketing gimmick. 

Presently the carpet industry is endeavoring to get FHA approval of carpet- 
ing for 30-year mortgage financing in new homes. This is a matter for very 
serious concern. It could cause further downgrading in structural quality of 
American housing. It would bring about the elimination of finished hardwood 
floors, and the substitution of plywood or masonite-type floors over which the 
carpeting would be laid. Now there is probably nothing wrong with the substi- 
tute unfinished floor as a foundation for carpeting, but is this a trend in the 
public interest from the standpoint of almost irrevocably committing a house 
to the use of carpet? Looking ahead, this means that when the carpet wears 
out—which can be expected to happen in 5 years or less—it will have to be 
replaced with more wall-to-wall carpet, or a hardwood floor will then have to 
be laid at an unlooked-for additional expense if Mrs. Homeowner decides she 
wants a room rug or some other floor-furnishing style which might then be 
in vogue. 

Immediately following the testimony of the National Retail Furniture Associ- 
ation before the Senate Housing Subcommittee, there appears in the printed 
hearings at page 386 a letter from FHA Commissioner Norman P. Mason stating 
that FHA does not presently, or prospectively, plan to permit the inclusion of 
carpet in the mortgage security. This assurance was welcome, indeed, to retail 
carpet dealers, and it is their strong hope that this policy at FHA will stand 
a long time. 

However, the fact that within the Technical Standards Division of FHA serious 
consideration was being given to the idea of accepting carpet as part of FHA 
mortgage security demonstrates the need for Congress to consider the entire 
problem with respect to FHA title II home sales (and VA title III sales). 

In the National Housing Act, as amended, there are apparently no general 
limitations or criteria as to the exclusion of nonrealty items or items which 
are fast wearing, fast depreciating, and not an integral part of the structure. 


BAD CONSUMER ECONOMICS SAP FAMILY PURCHASING POWER 


A look at costs reveals that it is most uneconomic to purchase fast-wasting- 
assets on terms which go way beyond their useful life. Take as an example a 
$500 item, whether it be laundry or kitchen appliances with a 10- to 15-year serv- 
ice life or carpeting with a 5-year life under normal family living conditions. 
We understand that a 5-year wear period is the basis for the use-wear standards 
the carpet industry has submitted to FHA; so this is a feasible figure for the 
purpose of this illustration. 

Let us compare the cost of $500 worth of carpeting (or appliances) (1) when 
purchased on retail installment terms of 2 years at 6 percent carrying charge 
and (2) when purchased under a 30-year, 414-percent FHA (or VA-guaranteed ) 
mortgage. 

On terms of 2 years at 6 percent, the total cost is 8560; of this amount, interest 
is $60, and monthly payments are $23.33. The carpeting would be fully paid 
for long before it was worn out. 

Under a 30-year mortgage the total cost is approximately $914; of this amount 
interest is $414, and the monthly mortgage payment is $2.54 (for 360 months). 

The net difference in cost to the consumer is $354. 

That’s bad consumer economics. Still worse, lonog after the original carpet 
is dead and buried from wear, Mr. and Mrs. Homemaker must continue to pay 
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$2.54 every month for the carpet they bought under the mortgage. Thus when 
the worn-out carpet is replaced, their new carpet, assuming they buy on the 
2-year terms discussed above, will cost about $23.33 a month, but they will be 
laying out about $25.87 a month—because the ghost of the old carpet will haunt 
them throughout the life of their mortgage. 

The same bad husbandry applies to other items now included under FHA or VA 
mortgage financing. In every instance where a refrigerator, range, dishwasher, 
or other free-standing item of equipment must be replaced, the homeowner must 
continue to pay for the worn-out item that came with the house for the remainder 
of the mortgage term. It seems a painless way to buy at the time the house is 
purchased, but it becomes an almost-permanent, fixed expense which reduces 
family purchasing power for many years more than the few initial years of use 
and value afforded. 

The magnitude of the economic effect on consumer purchasing power can be 
seen when the figures are considered. On $1,000 worth of equipment and appli- 
ances in the mortgage, family purchasing power for 30 years is reduced $5.08 per 
month ; on $1,500, purchasing power is reduced $7.62 ; on $2,000, purchasing power 
is reduced $10.16 per month for 30 years. This $10.16 in monthly payments 
might have satisfied a household equipment need for 10 years of the 30-year 
period. This means, then, that for the remaining 20 years the family unit’s ability 
to buy replacement equipment is reduced by $10.16 per month, or $2,438 in the 
aggregate. 

That is why the National Retail Furniture Association contends that it is bad 
for consumers to buy rapidly wasting household assets on unfeasibly long mort- 
gage terms. It is their own best interests to buy these items on appropriately 
shorter terms, realistically chosen to fit the life-use expectancy of the equipment 
and bearing a sound relationship to the rate of depreciation. 


WHAT DOES MES. AMERICA WANT IN HER NEW HOME? 


Miss Annabelle Heath, Assistant Administrator of the Housing and Home 
Finance Agency, in a speech on May 21, 1956, made the following pertinent 
comments which reflect the consumer attitude pretty clearly on the question of 
builders equipping the house. 

“We have recently heard from typical American homemakers what they think 
a home for a growing family should be like. The Women’s Congress on Hous- 
ing (3-day conference in April) focused on single-family homes for families with 
children, since they represent the greater part of the housing market demand * * * 

“While 103 representatives from all parts of the country were given an oppor- 
tunity at the Congress to expand their ideas, we received well over 4,000 letters 
with many constructive suggestions * * * 

“They want more space for certain activities and functions, but they want 
that additional space in the proper places. To get properly planned space in 
the right places, they would be willing to forego initially the convenience of 
mechanical laborsaving devices. They want space provided for many of them for 
later installation. But they want to make their own selections when they feel 
they can better afford them. [Emphasis supplied. ] 

“They want simplicity. They do not want a mixture of materials. 

“They want individuality. They want to escape the standardized units of 
city apartments, row houses, uniformity, monotony * * * 

“They do not want a turnkey job, with no opportunity for individual choices 
and expressions in colors, wallpapers, equipment, etc. They do not want stand- 
ardized planting. They want an opportunity left to shape the environment both 
interior and exterior in which they live and grow.” 


PREFERENTIAL AND DISCRIMINATORY PRICING IS WIDESPREAD 


Another evil arises in connection with practices which encourage builders to 
enter the consumer goods market. This is the result of the fierce competitive 
pressure on manufacturers and distributors to get the builder business. In the 
appliance industry they seem able to sell at lower prices to builders, even in small 
quantities, than the best carload quantity prices offered to retailers. This, of it- 
self, gives builders a competitive advantage over retailers in offering similar mer- 
chandise with the house; but a damaging byproduct is that some of the goods sold 
to builders at the discriminatory and preferential prices seem to find their way 
into the retail market. This creates a chronic earthquake under price structures. 
It breeds uncertainty and instability in the market, and tends to demoralize mer- 
chants and confuse consumers. 
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Since the FHA and VA housing programs often expert a pacemaking effect 
on the mass housing market, their policies can create or largely contribute to 
the sweeping changes in marketing practices we have discussed. 


PROPERTY IMPROVEMENT LOANS UNDER TITLE I—COMMODITY FINANCING ALSO? 


The National Retail Furniture Association recommends continuation of pres- 
ent FHA restrictions on eligible items under title I home-improvement loans. If 
the title I program should ever undertake to finance major appliances, carpeting 
and other nonstructural items of equipment and furnishings, then the Federal 
Government will be in the consumer finance business with beth feet—even 
though it is operating an insurance program and not making direct loans. 

If there were a lack of private financing facilities, there might be some justifi- 
cation advanced for a different approach. But there is certainly no lack of compe- 
tition for short-term financing of consumer instalment paper as between retailers, 
commercial discount, and finance companies like General Electric Credit Corp., 
General Motors Acceptance Corp., C. I. T., local banks and more recently special 
lending plans widely sponsored by a given industry group such as the A. B. C. plan 
in the carpet industry. The General Electric Credit Corp. last week announced 
its own 5-year financing plan for consumers on remodeling jobs to modernize 
kitchens and laundry rooms in the home. The carrying charges were notably 
lower than those charged for single-item instalment sales. 

So here is yet another example of the strong trend in private industry to pro- 
vide the means for achievement of better homes and higher living standards with- 
out Government assistance. The title I home improvement program, therefor, 
should be limited, by explicit declaration of the intent of Congress, to the basic 
purpose of underwriting structural changes, additions, and repairs to houses. 
It should not be permitted to invade the field of consumer goods or commodity 
financing. 

We respectfully submit that the language of the recently released Senate Report 
No. 2005 could easily be interpreted by FHA as giving it the new latitude and 
authority to enter into the field of loan insurance for commodity financing under 
the home improvement provisions of title I. (See p. 4, Purposes for Which Loans 
May Be Used.) 

It would seem far more constructive if the program were channeled into the 
areas of the Nation where there is an actual lack of financing facilities available 
to home and farm owners for preserving and improving their properties. Per- 
haps in the smaller towns and rural areas, there is a vacuum to be filled due 
to the limited banking facilities and available capital. But obviously this need has 
diminished in the metropolitan areas as is forcefully demonstrated by the sub- 
stantial drop of over 40 percent in title I loans last year. 

This is not a condition for concern, but, rather, for rejoicing. It should not 
call for drastic policy changes to insure that the Federal Government will main- 
tain its multibillion dollar contingent liability by embarking upon a broader 
consumer credit insurance program. In short, there is no actual need nor reason- 
able grounds upon which the title I short-term lending insurance should be 
broadened to cover free-standing kitchen and laundry appliances, or carpeting 
and other furnishings not an integral part of the structural repair or improve- 
ment job. 

Consumer credit is a volatile field, as we have seen over the past year or so. 
It reacts broadly to strong stimuli and psychological factors. Eligibility for big 
volume hard-goods items, like major appliances and carpeting, under title I, on 
3-year terms or longer if this provision is changed by the present Congress, will 
generate powerful forces in the economy on a very broad scale, The wisdom of 
such a drastic step should be examined thoroughly by the economic and fiscal 
policy units of the Congress and the executive branch before such action is per- 
mitted a Federal agency. 


PRESSURE FOR MORE EXTENDED CREDIT TERMS ON RETAILERS 


There is another phase of title I repair and improvement loans which should 
be considered in connection with proposals to make the maximum maturity 5 
years at the discretion of the Administrator and to increase the limit on the 
amount of such jobs from $2,500 to $3,500. 

Obviously there is considerable pressure on all installment merchandisers 
to liberalize their terms so as to match rates and maturities under title I. With 
the tightness of money and the difficulty small merchants have in getting addi- 
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tional capital to finance installment sales, the further lengthening of title I[ 
maturities would create greater pressure on retailers to expand their terms. 
Selling on longer terms is a simple matter of needing additional capital. 

For example, it requires $65,000 in capital to sustain a rate of $10,000 in 
monthly time sales on 12-month terms, assuming no delinquencies. If the average 
terms are stretched to 18 months the capital need jumps to $95,000. For 24 
months it becomes $125,000 ; and for 36 months it is $185,000. 

Mind you, these capital requirements are to support an annual installment 
sales volume of only $120,000, and do not take into account the other basic work- 
ing capital needs for inventory, plant, and equipment, etc. 

Finally, the National Retail Furniture Association recommends against making 
the home improvement lending authority permanent. Periodic renewal requires 
congressional review. 

In a field which has so recently been the subject of wide abuse, and which seems 
unavoidably to create temptations and opportunities for sharpsters to cheat the 
public, it would seem a most salutary course to continue to require periodic 
renewai by Congress. 

Also, as a matter of philosophy, we submit that it is inadvisable to assume that 
there will always be a need for Government stimulation of initiative through 
insuring against loss. It is to be hoped that as private enterprise continues to 
grow and learn more about the phenomenon of long-term installment and mort- 
gage credit, it will eventually outgrow the need for such Government programs, 


(The following letter and statement were submitted for the record 
by Hon. Alfred D. Sieminski :) 


BertTHO tp S. PoLuak HOSPITAL FOR CHEST DISEASES, 
Jersey City, N. J., May 31, 1956. 
Hon. ALFRED D. SIEMINSKI, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN: I wish to express my support for the proposed amendment 
to Federal public housing legislation to benefit single citizens. 

Among the patients and expatients of this hospital are many persons who are 
single and have no families with whom they can live. They are in need of decent 
housing in order to protect their future health. At the present time many of 
them are forced to live in substandard housing since this is the best they can 
obtain with limited finances. 

I sincerely feel that the proposed change in the law would be of great benefit 
to these people and to the whole community. 

Respectfully yours, 
THoMAs J. FINN, Superintendent. 


OFFICE OF THE MAYOR, 
Ciry HALL, 
Jersey City, N. J., June 4, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
Washington, D.C. 

Dear Srkz: In your deliberations on matters relating to the public housing 
laws, I entreat you to consider the advisability of recommending an amendment 
to the regulation which now specifies that “only families composed of two or 
more persons related by blood, marriage, or adoption” may be admitted for 
occupancy in public housing projects. 

I respectfully urge that your committee recommend amendment to permit 
public housing occupancy of single elderly persons who, in most cases, are in the 
lew economic category for which public housing is primarily designed. 
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As mayor of Jersey City, I am also director of the department of public affairs 
and responsible for the administration of the largest municipal hospital in the 
State. 

There is a geriatrics ward in our medical center where we have the infirm and 
the ambulatory alike. Just recently when I visited this ward, an old woman 
said to me: “Mayor, a furnished room put me in your hospital.” 

Such an accusation, unexpected as it was, merited further discussion. The 
woman's story was this. 

Her husband was dead and her two children, both married and living out-of- 
State, were unable to do any more for her than to send some money “now and 
then,” as she put it. 

After her husband died, the woman couldn't keep up with the rent on their 
modest apartment. She was evicted. She applied for residency in a Federal 
housing development, was denied because of the Federal regulation prohibiting 
single occupancy. She was forced to sell her household furnishings and took 
residence in the furnished rool. 

She admitted that living in a furnished room depressed her greatly. She 
brooded, took sick and wound up in the medical center. 

That’s her simply told story, not offered by me an an indictment against 
furnished rooms anywhere but cited merely as one example of the problem of 
housing for our senior citizens. 

In most cases, as you undoubtedly know, the elderly exist on small pensions, 
social security, slim savings accounts and sporadic doles from their children 
who may mean well but who also have financial problems of their own. 

With their low income, the elderly couple—man and wife—are hard put to 
pay today’s high rentals for decent living accommodations and are grateful to 
find shelter in Federal housing projects. Such shelter is denied to the elderly 
widow or widower, alone but certainly not bereft of the dignity that is inherent 
in the maintenance of one’s own household. 

On one hand, the majority of single elderly persons simply cannot afford to pay 
apartment rents in privately owned dwellings. 

On the other hand, they are denied admittance to public housing because of 
the restrictions imposed by Federal regulation. 

These unfortunates who are faced with lonely existences in furnished rooms 
or possible institutionalization although they would be physically able to main- 
tain a modest home of their own, I would term with all sympathy and yet utmost 
candor, “elderly housing orphans.” These senior orphans must be helped. 

I submit these excerpts from report No. 1 of the Subcommittee on Housing 
of the Committee on Banking and Currency of the 84th Congress of the United 
States in its second session. 

The report states: “There is statistical evidence galore to emphasize the prob- 
lem resulting from the disparity between the cost of housing and the ability 
of many older people to pay for it. For this reason the problem cannot be 
solved in our judgment without some form of Government subsidy.” 

As the subcommittee report also points out in view of the increased life span 
of our citizens. “It is indeed an inconsistent philosophy which on the one 
hand acclaims the medical, social and economic advances which have con- 
tributed to increasing longevity and at the same time callously disregards the 
concomitant problems which many older persons will inevitably face.” 

The subeommittee report also states: “Sociologists familiar with problems of 
the aged have made it abundantly clear that this bracket of our population does 
not want to be institutionalized but would prefer to live in independent quarters 
as long as possible. The subcommittee is thoroughly convinced from the record 
that some public housing is necessary to provide adequate dwellings for elderly 
citizens who fall at the bottom of the income scale.” 

The present public housing law specifies that only “families composed of 
two or more persons related by blood, marriage or adoption” may be admitted for 
occupancy in public-housing projects. It will be noted that if a family is 
reduced to a single person by reason of death or marriage, that person cannot be 
evicted under the law. Accordingly, many housing projects are in the unique 
situation where many persons reside in Federal-aided public housing alone, 
while single persons are denied admission at initial occupancy. Needless to 
say, this condition causes confusion in the minds of many persons but the law 
itself, in my opinion, imposes a hardship on many otherwise qualified single 
citizens who, in most cases, are in the economic category for which public hous- 
ing was primarily built. 
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To cite an example of availability: Jersey City’s welfare department figures 
show that there are 385 single elderly qualified persons for public housing. In 
the county of Hudson, the welfare director, Joseph Michalski, reports at least 
900 cases of the same type of eligibles. 

Both welfare agencies indicate that a definite advantage would result in the 
housing of their clients in public housing. Jersey City Housing Authority sta- 
tistics indicate that the average rent collected for a welfare client is $27 per 
month including utilities and refrigeration. The amounts that these welfare 
agencies pay to private landlords in sometimes substandard housing units 
far surpasses the $27 figure. In addition, items such as ice, coal, and utilities 
must also be provided for. 

In view of these factors, there was executed by Joseph S. Waters, executive 
director, and Conrad J. Vuocolo, tenant relations director, both of the Jersey 
City Housing Authority, a survey on this single elderly person occupancy prob- 
lem in the housing authorities of four States—New York, New Jersey, Con- 
necticut, and Pennsylvania. 

Housing authorities in these States were asked the following questions: 

1. Does the authority receive many requests from old persons, residing alone, 
for dwelling units? 

2. Does the authority have information as to the number of persons who 
would be eligible and interested in low-income housing? 

8. Does the authority believe that changing the law permitting single elderly 
persons at initial occupancy if otherwise qualified will mutually benefit the com- 
munity and the applicants? 

The results of this survey are quite interesting and revealing. In New Jersey, 
of 22 housing authorities responding, only 1 (in Orange) answered “No” to 
question 3 which asked if the authority favored amending the Federal regula- 
tion prohibiting single elderly qualified persons to become residents in public 
housing. 

A total of 21 authorities from every major city in the State were overwhelm- 
ingly in favor of legislation which would permit those “elderly housing orphans” 
residency in these projects. 

In view of this survey, copies of which will be made available to your com- 
mittee, and in view of the other factors which I have discussed, I am urging that 
this committee recommend the adoption of amendatory legislation which will 
solve this housing problem for so many single elderly eligible persons in the low 
income strata. 

The amendatory legislation should permit the consideration of a single elderly 
person over the age of 60, if otherwise qualified, the right of occupancy in Fed- 
eral public housing projects. 

I urge this action of you mindful of the words of Benjamin Disraeli, “Let us 
hope that the heritage of old age is not despair.” 

Thank you very much for your kind consideration. 

Sincerely, 


BernarpD J. Berry, Mayor. 


FEBRUARY 23, 1956. 


Mayor’s Report oN Survey To DETERMINE NEED FOR AMENDING FEDERAL PuBLIC 
Hovustne LeeisLaTIoN To BENeFit SINGLE ExLpEeRLY SENIOR CITIZENS 


PREFACE 


The present public housing law specifies that only “families composed of two 
or more persons related by blood, marriage, or adoption’ may be admitted for 
occupancy in public housing projects. It will be noted that if a family is reduced 
to a single person by reason of death or marriage that person cannot be evicted 
under the law. Accordingly, many housing projects are in the unique situation 
where many persons reside in Federal-aided public housing alone, while single 
persons are denied admission at initial occupancy. Needless to say, this condi- 
tion causes confusion in the minds of many persons, but the law itself, in my 
opinion, imposes a hardship on many otherwise qualified single citizens who, in 
aoe cases, are in the economic category for which public housing was primarily 

uilt. 

Nationwide concern has been expressed for the future of our single citizens 
and there has been much discussion throughout our country over their plight 
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with regards to employment and housing. In Jersey City approximately 35,000 
persons or 12 percent of the entire population is over 60 years of age (according 
to the 1950 United States census). Social-security officials estimate that this 
figure will rise to approximately 17 percent by 1960 based on population trends 
and longevity tables. I feel it reasonable to assume that this same situation 
will be paralleled by most other communities in our country. 

Concern over this problem, particularly in the field of housing, has led me to 
cause an investigation by the city welfare department and by the Hudson County 
Welfare Board. 

Vincent McDermott, acting director of the Jersey City Welfare Department, 
reports 385 single elderly persons on its rolls who would be interested in and 
qualified for public housing. The Hudson County Welfare Board, through Mr. 
Joseph J. Michalski, director, reports approximately 900 cases of persons residing 
alone in the old-age bracket and another 400 persons in the disabled category 
who would be eligible for public housing if the law were amended. 

Both welfare agencies indicate that a definite advantage would result in the 
housing of their clients in public housing. Jersey City Housing Authority 
statistics indicate that the average rent collected for a welfare client is $27 per 
month including utilities and refrigeration. The amounts that these welfare 
agencies pay to private landlords in someimes substandard housing units far 
surprasses the $27 figure. In addition items such as ice, coal, and utilities must 
ulso be provided for. 

In view of these factors, there was executed by Joseph 8S. Waters, executive 
director, and Conrad J. Vuocolo, tenant relations director, both of the Jersey 
City Housing Authority, a survey on this single elderly persons occupancy prob- 
lem in the housing authorities of four States—New York, New Jersey, Connecti- 
cut, and Pennsylvania. 

Housing authorities in these States were asked the following questions: 

1. Does the authority receive many requesis from old persons, residing alone, 
for dwelling units? 

2. Does the authority have information as to the number of persons who would 
be eligible and interested in low-income housing? 

3. Does the authority believe that changing the law permitting single elderly 
persons at initial occupancy if otherwise qualified will mutually benefit the com- 
munity and the applicants? 

Since I feel the results of this survey in which housing officials almost unani- 
mously indicated the need for amendments to the Federal law in favor of our 
single elderly citizens would be of great interest to all who are concerned with 
this problem, I am appending a tabulation of the survey as part of this report. 
[ personally feel it is inhuman to ignore the plight of these elderly citizens any 
longer and urge enactment of legislation which would help them gain admission 
to suitable housing in their twilight years. 

3ERNARD J. BERRY, 
Mayor of Jersey City. 


SURVEY OF HousING AUTHORITIES IN NEW JERSEY, NEW YorkK, CONNECTICUT, 
PENNSYLVANIA CONCERNING PROBLEM OF SINGLE ELDERLY Pustic HovusinG 
OCCUPANCY 


Survey conducted by Joseph S. Waters, executive director; Conrad J. Vuocolo, 
tenant relations director, Jersey City Housing Authority 


Question 1. Does authority receive request from single elderly persons for 
dwelling units? 

Question 2. Does authority have information on number of such persons who 
would be eligible and interested ? 
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Question 3. Is authority in favor of amending the law? 
pr aELS Toe eee SSO ER " ' $$ —$$_________— 
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| Public hous- | Question 
Responding  Mmivee Ch 
| units 


New Jersey: 
Jersey City 
Garfield 
New Brunswick- 
North Bergen 
Phillipsburg 
Orange. -_- 
Camden 
Guttenberg - -- 
Hackensack - 
Hoboken. 
Beverly : 
Long Branch--- 
Paterson _ ° ehditaeniaaadas 
Atlantic City........-- 
Princeton _ 
Passaic- 
Bayonne . 
Perth Amboy 
West New York 
Harrison --- 
Newark ._.-.- 
Connecticut: 
Hartford 
Stratford 
Danbury 
East Hartford _- 
Waterbury 
New York: 
New York City_. 
Yonkers 
North Hempstead 
Schenectady 
Plattsburg 
Rochester. 
Syracuse _- 
Utica 
Buffalo : 
Middletown 
Poughkeepsie 
Pennsylvania: 
Philadelphia - - ee seal ps st a tle ‘ 
Harrisburg. - ielsewwersedcbanpe ve = No.. No... 
Pittsburgh _------ Mabbiles atidgaes? 2 fes...| Yes-.- 
Scranton. ---------- iene anduasabcusic pelted es. No...-| 
Beaver County ; : i. es No.--- 
Bethlehem r: SAE Ee ‘ Be ee St Wess.) Bees: 
RS . e ‘ 37 fes...| No 
Reading =e ; A : ‘ et No...- 
Chester........ ; 3 2 ee - res...| No 
Mercer County -- ; piipeiceaies <t 3G. 








! Equivocal replies. 
Norte. In many cases where the answer is ‘‘ No”’ to the first question authority officials have pointed out 


that they have received few applications because of the general knowledge in the community that single 
elderly persons are ineligible under present laws. 


PERTINENT COMMENTS CONTAINED IN HOUSING AUTHORITY RESPONSES 
New Jersey 

“TI believe very strongly that changing the law permitting single elderly persons 
into low-rent housing projects, if qualified, will be of mutual benefit to the com- 
munity and to applicants. * * * Provisions should be made for the elderly 
person to be separate and apart from the other tenants.”—Guy A. DeMuro, 
executive director, Passaic Housing Authority. 

“We do have a number of separate elderly persons as tenants who are residual 
members of two-person-families on admittance * * * definitely a need for pro 
viding housing elderly single persons of low income.’’—John E. Schulz, executive 
director, Long Branch Housing Authority. 

“Single elderly persons would probably rate minimum rents and our percentage 
of such would preclude any further admittance.”—L. G. Stratton, executive 
director, Beverly Housing Authority. 
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“We have found in most cases where the older persons have applied that they 
are receiving social-security benefits which are insufficient to meet expenses. 
In most cases due to the exorbitant rents they are paying it is necessary for 
them to receive additional subsistence either from county welfare or city wel- 
fare.”—Joseph C. Barsalona, executive director, Hackensack Housing Authority. 

“We must recognize this will become a growing problem. We feel that the 
provision of such housing would definitely benefit the community and the appli- 
cants.”—Robert A. Watson, executive director, Atlantic City Housing Authority. 

“Usually an old person, living alone, has an income consisting only of social 
security which makes it difficult * * * to pay for a 3- or 4-room apartment. 
The only other alternative is a furnished room. Certainly they need assistance, 
especially since most of them, to our knowledge, are women and unable to find 
work because of their age.”—Harry Pelio, secretary-treasurer, Garfield Housing 
Authority. 

“The primary purpose of the program is to provide low-rent housing for 
families. Aged, single persons can always manage to live comfortably somewhere 
and I sincerely cannot see where the community or the individual will be bene- 
fited by allowing them to occupy public housing.’’-—Harry J. Callaghan, executive 
director, Orange Housing Authority. 

“Changing the law * * * would be a very definite mutual benefit to the com- 
munity and these applicants * * * our current files show approximately 650 
such applications of persons who had to be refused public housing accommoda- 
tions.’—Samuel Warrence, tenancy director, Newark Housing Authority. 

New York 

“We now have on hand approximately 4,000 applications for apartments from 
single elderly persons whom we have been unable to accommodate in projects. 
In addition, it appears that an additional 1,000 single persons will be displaced by 
clearance activities within the next 2 years and will require rehousing. (Since 
1947 State-aided and city-aided projects have included 2 percent to 3 percent of 
apartments for single elderly persons.) We believe that the regulations, and 
if necessary, the laws, should be changed * * * we have made a formal request 
that this change be made.’’—Warren Moscow, executive director, New York City 
Housing Authority. 

“We know that almost 1,200 of these primary individuals, maintaining their 
own households, live in substandard housing. A change in the law * * * would 
be of substantial benefit in that it would provide persons with low incomes an 
opportunity for decent housing which they have been heretofore denied.’’—Mary 
K. Nemmo, research director, Buffalo Housing Authority. 

“Yes (change of law desirable). We are convinced of this providing certain 
obvious problems are prepared for in advance.”—William L. MeGarry, execu- 
tive director, Syracuse Housing Authority. 

“Yes, very much so (change in law) should single male be classified same as 
single female?’—Emmett Burke, secretary-director, Yonkers Housing Authority. 
Pennsylvania 


or 


‘he health and welfare coouncil in Philadelphia has completed a study on the 
problems of the aged in this community and has suggested that housing for this 
group be increased.”—Ephraim Glass, chief, rental and occupancy, Philadel- 
phia Housing Authority. 

“Public sentiment has been turned against us because of our turning down ap- 
plications from such single persons and the pathetic circumstances under which 
so many of them live—whether it be in rooms of their own or unwanted guests 
of relatives, stirs the sympathy of those with a true knowledge of their situa- 
tion.’—Richard S. Coyle, tenant selection supervisor, Reading Housing 
Authority. 

“We receive enough applications from single aged persons to make it impera- 
tive that the low-rent program should provide for their placement at rents they 
can afford. * * * We also believe that if permission is ultimately given to au- 
thorities to accept these applicants they should provide conveniences within the 
structures and, through community facilities, also benefit these persons.”— 
Ralph J. Bartholomew, executive director, Bethlehem Housing Authority. 

“* * * have advocated at different conferences with PHA that the law be 
changed. * * *”’—Joseph A. McNulty, executive director, Scranton Housing 
Authority. 








666 HOUSING ACT OF 1956 


Connecticut 


“We would feel that we can perform a public service by making 1-bedroom 
units available to elderly lone persons. Since younger couples ‘outgrow’ these 
units quickly, making them available to older persons would contribute to the 
growing problem of provided housing for the aging and also help reduce vacancy 
loss now experienced at times when we do not have eligible applicants on hand 
for vacant 1-bedroom units.”—D. G. Lyons, executive director, Hartford Hous- 
ing Authority. 

“We believe that some legislation should be enacted to provide housing for 
people of advanced years * * * any proposed housing should provide some 
supervision as to daily checks in rooms, domitories, or otherwise.”—John J. 
Kennedy, executive director, Stratford Housing Authority. 


Mr. Brown. Is there anything else, Mr. Clerk ? 

The Crerx. No, sir. 

Mr. Brown. That concludes the testimony on these bills, and the 
committee will adjourn, subject to call of the Chair. 


(Whereupon, at 11:12 a. m., the committee adjourned, subject to 
call of the Chair.) 


x 








